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Cover Picture . . . Six-eyed, cut-stone bridge 
at Ashford Castle, formerly the west Ire- 
land home of the Guinness family. Sir Ben- 
jamin Lee Guinness purchased the 3500- 
acre demesne from the Encumbered Estates 
Court in 1855, and his son and heir, 
Lord Ardilawn, expanded its hunting-lodge 
chateau into the present Ashford Castle at 
a cost of over £1,000,000 and 30 years’ 
work. The estate is famous for pheasant and 
woodcock hunting, as many as 500 of the 
latter being shot in one day. In Ashford’s 
heyday the Kaiser’s personal staff and the 
British royal family were entertained here, 
but since 1905 the Guinnesses have made 
their home in London, and today Ashford 
Castle is a hotel, owned and operated by 
the well known chain hotel man, Noel Hug- 
gard. Benefactions of the Guinness family 
have included restoration of St. Patrick’s 
cathedral, Dublin, the beautiful Cong Abbey 
on the castle demesne, £250,000 for work- 
men’s dwelling in Dublin, and a like sum 
for research at the Lister Institute for Pre- 


ventive Medicine. 
—Pan American World Airways Photo 
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CORRESPONDENCE 


Rights of Foreign Trust Companies 


The chart on Rights of Non-Resident 
Trust Companies, published at page 
534 of the July 1953 issue and amended 
as reported at page 687 of the October 
1953 issue, has been further revised by 
the Probate Attorneys Association (In- 
ternational) to show that Minnesota 
now permits trust institutions located 
in coterminous states to act in all of 
the indicated fiduciary capacities pro- 


; vided that, Minnesota banks may simi- 


larly act in such states. 


Leon Schaefler 
(For the Association) 
New York 


Ep. Note: The table at page 77 of 
the 1954 edition of Directory of Insti- 
tutional Investors should likewise be 
amended.— 


Insurance to Mistress Taxed as Gift 

by Wife 

Can any lawyer doubt the reaction of 
the courts if the Government were to 
try to collect a gift tax from a widow, 
out of her separate funds, on one-half 
of the proceeds of an insurance policy 
on her husband’s life, payable to his 
concubine? Such is the effect of Rev- 
enue Ruling 48 (1953). 


This ruling discusses the rights of a 
Louisiana or Texas widow to the in- 
surance proceeds of a policy taken out 
by the husband in favor of a third-party 
beneficiary, where the incidents of 
ownership are reserved to the husband 
and all the premiums are paid out of 
community funds. The Louisiana courts 
have held that a widow may recover no 
part of the proceeds of insurance taken 
out by a husband on his own life in 
favor of a third-party beneficiary, even 
one in favor of his mistress, though the 
premiums were paid out of community 
funds, but the Commissioner of Internal 
Revenue maintains in Revenue Ruling 
48 that the widow must pay a gift tax 
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on half the insurance proceeds payable 
to a third-party beneficiary. 


The ruling considers that in this mat- 
ter the rights of the widow are the same 
in Texas and Louisiana. They are not. 
Texas law is more favorable to the 
widow. A Texas widow may recover the 
proceeds of the insurance policy pay- 
able to a third-party beneficiary unless 
the husband was under a moral obliga- 
tion to insure his life in favor of the 
third-party beneficiary a parent or a 
child by a former marriage for exam- 
ple) and the amount expended was not 
out of proportion to the community 
assets. But a Louisiana widow may not 
recover any part of the insurance pro- 
ceeds payable to a third-party bene- 
ficiary, even when the third-party bene- 
ficiary is a concubine with whom the 
husband had been living in adultery 
during the marriage. 


Therefore, the conclusion of the rul- 
ing, that in both states (if the husband 
reserves the incidents of ownership and 
pays the premiums out of community 
funds) one-half of the insurance pro- 
ceeds payable to a third-party benefi- 
ciary is includible in his gross estate 
for estate tax purposes and the remain- 
ing one-half of the proceeds becomes 
an absolute gift by the wife for Federal 


gift tax purposes, is incorrect. The error - 


of the Internal Revenue Service on 
Louisiana law arises largely from its 
belief that section 2404 of the Louisiana 
Civil Code (Rights and restrictions of 
husband as master of community), 
which it quotes in extenso in the ruling, 
is applicable to insurance proceeds. Sec- 
tion 2404 provides that if the husband 
has disposed of the common property, 
by fraud, to injure his wife, she may 
recover one-half of the property from 
the heirs of her husband on satisfactorily 
proving the fraud. The section reads as 
though it would apply to insurance, but, 
the courts have held that it does not. 


We believe Revenue Ruling 48 is 
patently unconstitutional. 

Edward T. Roehner, 

Counselor at Law 


New York 


Keep It Confidential 


Relative to your editorial “Keep It 
Confidential” (Aug. °53, p. 557) you 
will be interested to know that all em- 
ployees of this institution sign upon em- 
ployment and reaffirm at least once a 
year a pledge of secrecy as follows: 


“T, the undersigned employee, do de- 
clare that I will observe the strictest 


secrecy respecting, and will not reveal 
or make known to any person or per- 
sons whomsoever, unless compelled by 
any court of the law or equity, or di- 
rected to do so by the Board of Direct- 
ors for the time being, any of the mat- 
ters which may come to my knowledge 
in any of my offices or employments in 
or under the said bank, on the subject 
of the transactions of the Company, or 
the state of the account of any individ- 
ual, firm or body politic or corporate 
keeping an account with the said Bank 
or making any deposit therewith.” 

A. J. Nutt, Asst. Manager, 

Bank of California, N.A. 


Seattle, Wash. 
A A A 


Sen. Taft Left $447,880 


The estate of the late Senator Robert 
A. Taft was valued at $447,880, accord- 
ing to an inventory filed in Probate Court 
last month, of which $380,460 was listed 
as subject to inheritance tax. 

Stock and bond holdings were valued 
at $343,879 and included 1,000 shares of 
The Cincinnati Times-Star common 
($160,310) ; 6,057 shares of Gruen Watch 
Co. ($84,808); 1590 shares of Central 
Trust Co. ($74,100) ; 108 shares of Frank 
Messer & Sons Co., a construction com- 
pany, ($21,000); and $1,000 of United 
States Savings Bonds. 


TRUSTS and ESTATES 
SOLDEN ANNIVERSARY 


The March issue will commemorate the 50th anniversary of the founding of this magazine. 
Because it will contain many features and articles by eminent authors on subjects of lasting 
interest, many of our readers will want extra souvenir copies for their own files and to give to 
their associates, professional friends, business executives, local libraries, judges, business and ser- 
vice clubs, and others. Here is a partial list of topics: 


Modern Protections for Property 


50 Years of Trust Law 


Estate Planning for Businessmen 
Technology and Investment Selection 


Famous Fortunes 
50 Years of Taxation 


History of Trust Advertising 
How Trustees Serve Corporations 


Trends in Pension Plans 


Complementary Role of Insurance 


Origins of Fiduciary Functions 
Contributions of Trusteeship to the Community 


Business and Life Insurance Trusts 
Internal Records and Controls 


Insurance Approach to Estate Planning 
Trust Service from Woman’s Viewpoint 


Single copies will be at the regular price of 60¢; ten to 50 copies at 50¢; 
special price on larger quantities 


To be sure of your copies, reserve your requirements now. 


TRUSTS and ESTATES «¢ 50 East 42nd St. * New York 17,N. Y. 
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Freedom: A Revocable Trust 


35TH MID-WINTER TRUST CONFERENCE HIGHLIGHTS 
INTERNATIONAL AND ECONOMIC RELATIONS 


ROM THE OPENING COMMENTARY OF 

Trust Division president N. Baxter 
Maddox to the stirring address of Rear 
Admiral Leslie Gehres at the conclud- 
ing session, the 1900 delegates attend- 
ing the A.B.A. Mid-Winter Trust Con- 
ference in New York City, on February 
8-10, were impressed with the extent to 
which Communism — whether as creed 
or as military force — has become a 
basic concern of our personal as well 
as national lives. 


The economic, social and _ political 
forces, accentuated by emergence of the 
Atomic Age and extension of that alien 
philosophy, can so shape the pattern of 
business as well as private welfare that 
trustmen can no longer meet their re- 
sponsibilities on technical grounds alone 
and must interpret the effects to their 
communities, remarked Mr. Baxter, who 
is vice president and trust officer of 
The First National Bank of Atlanta. In- 
flationary pressures, resulting in insta- 
bility and erosion of values, are among 
the consequences that call for opinion 
molding activity, in which the new Eco- 
nomic Forums of the American Institute 
of Banking can play an effective role. 


“Almost all the world is suffering 
from a creeping bureaucracy, creeping 
paternalism, creeping socialism; the 
natural result of which is creeping in- 
fation,” is the way Everett D. Reese, 
as president of the American Bankers 
Association pictured the background of 
our country’s business life and the 
threat to a sound dollar. 


“I believe that the present Admini- 
stration is making honest efforts to 
stabilize the purchasing power of our 
dollar, but in the end its success or 
failure will hinge on what the people 
want” and whether they continue to 
want more and more from government. 
“This places a huge responsibility on 
us as bankers” to provide, individually 
and collectively, far better public under- 
standing of the uses and bases of bank 
services for our 100-million customers, 
and educational effort to inform them 
of what sound money means to them, 
declared Mr. Reese, president of Park 
National Bank, Newark, Ohio. 


ates | FEBRUARY 1954 


It will take real bankers, not just 
bookkeepers, to maintain a strong bank- 
ing and economic structure, and for this 
we must have attractive salaries and 
opportunities, and training for leader- 
ship. “It is people who accomplish — 
not systems nor institutions nor rules.” 
People are willing to pay a fair price 
for our services, he said, and will be 
our friends to the extent they are well 
served, both as customers and as fellow- 
citizens. 


In a speech that showed a keen under- 
standing of what is going on in his 
field of Economic Affairs, and evidenced 
the practical approach of the new Ad- 
ministration, Assistant Secretary of 
State Samuel C. Waugh pictured the na- 
tion’s new role as leaders of the free 
world in economic preparedness and the 
international importance of our stability 
of principle as well as material welfare. 
As a former trust company president it 
was significant that he should say. “I 
feel that my responsibility in Washing- 
ton is to represent the point of view and 
the purpose which has always permeated 
our thinking as trustmen — to preserve 
the traditions, the worthwhile values, 
and habits of living which we have 
come to call the American way of life.” 


Citing the recent report of the Com- 
mission on Foreign Economic Policy 
(Randall report) as a document of ut- 
most import, setting the pattern for an 
objective course in mutually beneficial 
economic and political relations abroad, 
he also commended reading by trust- 
men, particularly those engaged in in- 
vestment analysis, of the Economic Re- 
port of the President. He further pointed 
out the relationship of these two reports 
as being based on the three basic prin- 
ciples on which our economy was built: 


1. The freest possible opportun- 
ity for individuals to develop their 
talents and exercise their initiative, 


2. Maintenance of a competitive 
society, and 


3. The blessing of a broad, free, 
internal market for our goods and 
services. 


Mr. Waugh suggested we would do well 
to adhere faithfully to these fundamen- 
tals in our international dealings with 
free peoples, to help them to keep free, 
by reestablishing more freedom in trade 
and encouraging foreign investment by 
certain tax concessions, now being 
studied. “New forces exist which may 
create a level of world trade higher than 





Meeting of the Executive Committee of the Trust Division of the American Bankers 
Association, on February 6, preceding the Mid-winter Trust Conference. 
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has ever previously been contemplated,” 
Mr. Waugh noted, as a result of extra- 
ordinary consumer and defense needs 
for irreplaceable raw materials. 


“We do not have sufficient resources 
at our own command to meet the world- 
wide threat of Communism” he said, 
and “both our allies and ourselves must 
build on a sound economic base if our 
way of life is to prevail.” 


Individual Rights and National 
Security 


Perhaps the most important problem 
confronting the American people today 
is the continued maintenance of a gov- 
ernment of law and not of men, with 
a proper balance between individual 
rights and national security, declared 
American Bar Association President 
William J. Jameson, of Billings, Mont. 
In a well documented paper, Mr. Jame- 
son presented his Association’s position 
on four major aspects of this problem, 
summarizing his remarks as follows: 


“Let us recognize and protect the Con- 
stitutional rights of all, including Com- 
munists, but let us not be blinded to 
the fact that if the Communist philo- 
sophy should prevail, these Constitu- 
tional rights would be forever lost. 


“Let us make certain that all accused, 
including Communists, have a fair trial 
or hearing under recognized standards 
and rules of procedure, but let us not 
condemn as ‘witch-hunting’ all efforts 
to rid our government, our profession 
and our schools of the disciples of 
Communism or condemn as ‘stool pig- 
eons’ those who espoused Communism 
in the past and are now willing to 
testify under oath to expose its aims 
and purposes. 


“Let us recognize the rights of all, 
including Communists, to refuse to 
testify with respect to alleged Commu- 
nistic activities on the ground of self- 
incrimination, in the absence of a stat- 
ute granting immunity from prosecu- 
tion, but let us also recognize that a 
reliance upon this right should, in it- 
self, disqualify them from service in 
our government, our profession and our 
schools. 


“Let us provide, through an immu- 
nity statute with proper safeguards, for 
the government to compel the giving of 
testimony vital to the national welfare. 


“Let us be zealous,” Mr. Jameson 
concluded, “in the protection of indi- 
vidual rights, but, at the same time, 
be equally zealous in safeguarding our 
national security.” 
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Fight or Forfeit 
In the concluding address by Admiral 


Gehres, he sounded notes of warning, 
from first-hand observation when he 
was in the Navy, that should ring the 
bell with all who have the foresight and 
ability to think beyond today and speak 
up for a worthwhile tomorrow. “Too 
many of us have in the past accepted 
and today still contend that communism 
is an economic theory or a political 
philosophy whose proponents can be 
loyal to our constitutional republic. It 
is none of these things today. Despite 
the communists’ derision of religion, 
communism is a form of religion seek- 
ing to establish a new concept of mor- 
ality upon all mankind.” 


The “cooperation” or “peace” over- 
tures of Russia he likened to the bank- 
er’s practice of liquidating a situation 
to control losses. “The communists des- 
parately needed a truce in Korea. Peace 
— no. They needed a truce to enable 
their inferior industrial machine capac- 
ity to catch up with the fast rolling 
industrial machine of the United States. 
They figured that the cry of ‘peace’ would 
draw the fires, exhaust the steam, and 
slow down that engine until they could 
overtake it. They figured, and all too 
accurately, that all they had to do was 
to sing the same old siren song of peace 
and trade, with a few boasts of atomic 
development thrown in, and our reluct- 
ant, subsidized allies would turn east- 
ward again, appeasement umbrellas in 


hand. 


“Reluctant as we may be to accept 





TWO GENERATIONS OF MADDOXES AT 
MID-WINTER TRUST CONFERENCE 


Robert F. Maddox, left, A.B.A. President in 
1918-19, with Samuel C. Waugh, Assistant 
Secretary for Economic Affairs, Department 
of State, and N. Baxter Maddox, vice presi- 
dent and trust officer, The First National 
Bank of Atlanta, and current president of 
the Trust Division of the A.B.A. at the 
Mid-winter Trust Conference on February 8. 
Mr. Waugh is a past president of the Trust 
Division. 





the condition, destiny has laid upon the 
United States the leadership of the free 
world. Leaders must lead, not waver 
here and there at every criticism and Trust 
complaint from those lacking the capac. uled | 
ity or stamina to stand in the forefront 
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“The Russians are off balance right 
now. Once they regain a stable platform, 
once they overtake our narrowing lead 
in nuclear weapons, once the restless 
and desperate people of the captive 
countries are finally disillusioned of 
their hopes of help from the West, then 
the bear will break the truce and again 
attack. 


“We have one road to peace and 
security. It is hard and all uphill. But 
it has four clear signs along its route, 
The first is recognition of the danger in 
which we live. Second is courage to face 
it. Third is a hardened determination 
to build and maintain our strength, re. 
gardless of cost, to a point where wef On 
will, like a magnet, attract those now 
wavering in the enemy’s magnetic field, 
Fourth and most important, is the per- 
sonal individual rededication to the 
right as God gives us to see the right; 
an end to the false and cowardly hope 
that there can ever be any lasting, suc- 
cessful compromise between righteous. 
ness and evil. 
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In the 54 years of the American Instifgood f 
tute of Banking’s existence, 50,752§is exce 
bankers have been students in course 
related to the trust field, and 75 hold 
Graduate Certificates with a major i 
trusts or investments, Stetson B. Har 
man, president of the Institute and trust 
officer and assistant vice president 0 
First Trust & Savings Bank, Pasadena, 
told the Conference. 


Approximately 900 (out of 42,000) 
students are taking trust and _ invest 
ment courses this year, but trust courses 
have been included in the A.I.B. curti 
culum only since 1927, when Tus 
Functions was offered by Robert Mayet 
The first investment text appeared 1 
1924, and Corporation Finance in 1934 
Since these dates, each of these text 
has been revised at least twice. Thé 













“Terrible as war is, and I’ve seen and 
had a part in too much of it, there are 
worse things. The mental, moral, spirit- 
ual, physical slavery imposed by com- 
munism is worse than death to men who 
believe that freedom is a divine princi- 
ple. That is the line upon which free 
men must finally stand and fight or 
forfeit all claim to kinship with divinity. 
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Investment text was completely new in 
1951, Trust Department Services will 
appear in September 1954, and a new 
Trust Department Operations is sched- 
uled for September 1955. 


Education is a major element in pre- 
serving and improving the public’s re- 
spect for and confidence in banking, 
Mr. Harman said, and the A.I.B. oper- 
ates under a flexible policy, benefiting 
from suggestions made by other sec- 
tions of the American Bankers Associa- 
tion, and designing its curriculum to 
meet changing needs. “The degree of 
interest which management of banking 
takes in perpetuating itself through a 
practical program for training a line 
of succession will have significant effect 
on the potential strength of our future 
banking structure.” 


Businesses and Pensions 


On Monday afternoon two panel ses- 
sions were held simultaneously, one on 
Handling Businesses in Trust, the other 
on Problems of Smaller Trust Depart- 
ments. These are reported at pages 105 
and 112. 


Opportunities for trust institutions to 
serve the community if the Jenkins- 
Keogh bill becomes law were explored 
by Earl S. MacNeill, vice president of 
Irving Trust Co., New York. Analyzing 
the major terms of this measure, which 
would permit persons not covered by 
tax-qualified pension trusts to obtain 
comparable tax benefits under a new 
type retirement plan, Mr. MacNeill 
pointed out that trust departments would 
have a great mass of trust prospects if 
the bill goes through, and that, although 
profits would doubtless be modest at 
best, such service would put banks in 
good favor with the public. (This paper 
is excerpted at page 92.) 


Legislation Outlook 


Speaking as chairman of the Trust 
Division’s Committee on Taxation, 
Carlysle A. Bethel, senior vice president 
and trust officer of Wachovia Bank and 
Trust Co., Winston-Salem, cited the pro- 
posals made by the committee last year 
and expressed the hope and expectation 


Bhat a number of them would be in- 
‘Acluded in the new revenue evision bill. 


His remarks were not released to the 


The outlook for Federal legislation 
banking generally was described by 
1. O. Brott, general counsel for the 
A.B.A. The most significant and perti- 
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AT LUNCHEON FOR TRUST WOMEN AT MID-WINTER TRUST CONFERENCE 


Mrs. Nancye B. Staub, A.V.P., Morristown (N. J.) Trust Co.; Mrs. Emily G. Dean, director, 
State Department Information Service Library, Ankara, Turkey, guest speaker; Genieve 
N. Gildersleeve, assistant secretary of the Trust Division; E. Louise Davidson, T.O., 
Farmers Bank of State of Delaware, Dover; Mrs. Elizabeth H. Walker, publisher and editor, 
Cues on the News, New York; Beulah L. Griffiths, secy., Industrial Trust Co., Wilmington, 
Del.; Henriette J. Fuchs, T.O., Underwriters Trust Co., New York; Marion Quell, Irving 
Trust Co. New York; Mildred L. Buzby, First Camden (N. J.) National Bank and Trust Co. 


From left, standing: Maud C. Lawrinson, A.T.O., First Camden (N. J.) National Bank 
and Trust Co.; Grace W. Schmalholz, A.T.O., Peoples National Bank, New Brunswick, N. J.; 
Henrietta Smith, Philadelphia National Bank; Miss Elsie Parker, T.O., Southern Trust Co., 
Clarksville, Tenn.; Dorothy Fraser, V.P., Westchester Bank and Trust Co., New Rochelle, 
N. Y.; Mary Ida Harrell, V.P., Southern Bank of Norfolk, Va.; Frieda S. Donaldson, A.T.O., 
Trenton (N. J.) Banking Co.; Mrs. Fonsia K. Alden, A.T.O., National Bank of Washing- 
ton, Washington, D. C.; Mabel F. Thompson, Asst. Secy., Union Dime Savings Bank, New 
York; Mary K. Hoyt, Asst. Secy.-Treas., Montclair (N. J.) Trust Co.; Marie Meath, Chemical 
Bank and Trust Co., New York; Adele Jampol, V.P., Westchester Bank and Trust Co., 
New Rochelle; Eva M. Locher, T.O., Staten Island (N. Y.) National Bank and Trust Co.; 
Mrs. M. Louise Morehouse, T.O., First National Bank & Trust Co., Bridgeport; Alice 

Huttenbach, First National Bank of Bound Brook, N. J. 


Blowing the Whistle 


Basing his theme on an analogy to 
athletic sports, Robert C. Gilmore, Jr., 
president of the National Association of 
Life Underwriters, discussed three situ- 
ations in the game of estate planning 
in which the “referee’s” whistle might 
blow. Lauding the cooperative efforts of 


nent measures now being considered as 
a result of President Eisenhower’s vari- 
ous messages relate to taxes and hous- 
ing. On the former, Mr. Brott men- 
tioned particularly the reduction of 
double taxation of corporate dividends, 
liberalization of depreciation allowance, 
and extension of the loss carry-back 


period to two years. The revived pro- 
posal to tax the interest on future state 
and municipal obligations, the proceeds 
of which are used for industrial pro- 
jects, is meeting strong opposition, the 
speaker reported. 


Other bills which the A.B.A. Com- 
mittee on Federal Legislation is watch- 
ing deal with extending branch office 
rules to savings and loan associations 
(which the Committee favors), clarifi- 
cation of the bank holding company 
situation (on which the Committee has 
submitted its views) and discontinuance 
of the Postal Savings System (which 
has the Committee’s support). Finally, 
Mr. Brott observed, is the presently in- 
active proposal to extend deposit insur- 
ance to credit union balances, but the 
Committee feels that these should not be 
brought under FDIC protection at least 
until better management policies are 
assured. 


trustmen and underwriters, Mr. Gilmore 
nevertheless indicated some areas for 
clearer understanding of each other’s 
functions and services. (His remarks 
are excerpted at page 102. 


Investment in Transition 






With the ebb of inflationary forces, 


trustees will have less need to push for 


increased income to offset depreciation 


of the monetary unit, declared Dr. Mar- 
cus Nadler, Professor of Finance, New 
York University, in opening the Tues- 
day afternoon session on Investments. 


Asserting that the major inflationary 


causes stemmed from wars and that, in 


his opinion, the chances of world con- 
flict had appreciably lessened as com- 
pared with several years ago, he ex- 
pressed confidence that the present re- 
adjustment “is not likely to last long 


(Continued on page 138) 
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OUR RESPONSIBILITIES AS TRUSTEES 


N. BAXTER MADDOX 


President, Trust Division, American Bankers Association 
Vice President & Trust Officer, First National Bank of Atlanta, Georgia 


ODAY’S ECONOMY AND CONDITIONS ARE 

important because of the long range 
nature of our Trust business. We con- 
tract today for services that project 
themselves far into the future — ten, 
twenty years or longer. By the very 
nature of our business, we are slow to ac- 
cept change. Some feel there are funda- 
mental principles in trust work, which 
have endured for ages and will continue 
to guide us. On the other hand, we must 
realize we live in a volatile, dynamic and 
changing era. 


The trustmen who attended this con- 
ference 35 years ago, never heard of a 
common trust fund. There were no 
discussions on pension trusts, or the 
handling of going businesses in trust 
departments. The prudent man rule was 
hardly known outside of New England. 
Atomic energy existed only in the minds 
of theoretical scientists. Communism, 
outside of Russia was unheard of. A 
public debt for our country of approxi- 
mately 275 billion dollars was beyond 
the wildest imagination. 


Who would deny the influence of these 
forces on trust business and on our 
daily life? A changing economy gives 
us expanding responsibilities. It is a 
story of progress in technical, scientific 
and material achievements and of our 
adjustment to new attitudes regarding 
social relationships. In this changing 
history, the environment of our national 
institutions is constantly forming new 
patterns and the vitality, or strength of 
those institutions rests in their ability to 
become attached to them. The criterion 
for survival in this world of change 
is more often than not a test of useful- 
ness. 


Survival Depends on Usefulness 


In the trust business, we have exper- 
ienced no physical revolution that might 
have shaken the very foundations of our 
institutions. Our change has been slow, 
so much so that to some of us it has 
come unnoticed. Nevertheless, we find 
it necessary to constantly face the test 


From address before Mid-Winter Trust Confer- 
ence, Feb. 8, 1954. 
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of usefulness and we must always be pre- 
pared, as service institutions, to adapt 
our policies, practices and operations to 
the changing needs of the American 
public and the financial system if we 
expect to survive. 


The trustman of today can no longer 
afford to be a mere technician. As a 
representative of an important segment 
of the financial community, he must 
also be fully conversant with broad 
economic, political and social forces, 
which are shaping not only the pattern 
of our nation’s history, but the very 
character of trust business. This places 
upon the trust executive a responsibility 
far beyond the everyday details of ad- 
ministration and the provisions of the 
document. The obligation of searching 
out the effects of these economic forces 
on not only today’s relationship with 
customers, but upon the broad role of 
the trust business in the economy of 
tomorrow and in the decade to come. 


One or two examples will show us how 
important it is, this matter of recogniz- 
ing the significance of our changing 
economic environment. First, the tradi- 
tional role of the trustee has been to 
preserve principal, or corpus, of the 
estate or trust. This has always meant 
sound, safe, conservative investment and 
the careful avoidance of risk. But after 
the economic events of World War II 
and its aftermath had unfolded, we 
learned that as much or, perhaps, more 
risk was embodied in the force of infla- 
tion than in the current credit standing 
of even the soundest corporation. Trust 
funds that were safely tucked away in 
sound, fixed income, securities and 
mortgages, remained as good as gold 
from the standpoint of investment qual- 
ity, but the buying power of both prin- 
cipal and income, or interest, was 
chipped away as inflation became a 
dominant ‘economic force. 


To the alert trust executive, this meant 
two things.It meant first the development 
of new techniques to insulate his ac- 
counts, as much as practicable, from 
the inevitable effect of this inflation; and 
second, it meant the acceptance of re- 


sponsibility for helping to mold public 
opinion against the sins of inflationary 
policies and the economic instability 
which surrounds them. The first of these 
tasks has been rather easy to accomplish, 
In recent years we have seen broad ap. 
plication of the prudent man rule to the 
extent where it has been accepted in 
about three-fourths of the states. We 
have also seen the beginning and the 
growth of the common trust fund. 


The second, task, which has been much 
more difficult than molding public opin. 
ion against the sins of inflationary 
policy, has been more of a challenge, 
The executive of the large trust institu- 
tion might be accused politically of hav- 
ing an axe to grind for big business. His 
pronouncements on a subject of this 
nature might unfairly be charged with 
suspicion by those having political mo- 
tives in mind. Of course, nothing could 
be farther from the truth in the light of 
today’s trust business. It is, neverthe- 
less, incumbent upon the trust executive 
to understand what causes inflation, 
what effect it has not only on the trust 
customer and his investments, but on 
the worker, the farmer, the consumer 
and many others as well. What is re- 
quired to cure this disease? 


Must Be Economist 


In a sense, the trust executive must 
be an economist. He cannot make deci- 
sions intelligently with respect to trust 
funds unless he has a knowledge of 
fundamental economic forces that deter- 
mine the value of the corpus, the retur 
that can be safely earned and the pur 
chasing power of both. Thus, he cannot 
avoid learning the real significance of 
such subjects as Federal budget balance: 
ing and the government fiscal policy; 
the monetary policy of the Federal Re 
serve System and the debt management 
policy of the Treasury. 


We, frequently, have just regarded 
ourselves as too busy to spend the time 
and, yet, the urgency of the task is dem: 
onstrated by two facts. 


First, many observers have interpreted 
the change in administration last yea 
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as having been due in a significant mea- 
sure to a reaction against unsound 
money. Second, the political attacks di- 
rected against subsequent attempts to 
achieve sound money which, in them- 
selves, have been non-political, have fre- 
quently centered upon banking’s role in 
the cause of sound money. Unless we are 
prepared to answer such attacks, we 
shall shirk an important responsibility 
as representatives of the financial com- 
munity. 
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The department of monetary policy of 
the American Bankers Association has 
developed for the American Institute of 
Banking a series of executive forums, 
which are being conducted by the local 
chapters in various parts of the coun- 
try. These forums are for bank officers 
and trustmen and will cover the broad 
field of economics of banking and mone- 
tary policy. They will attempt to explain 
in simple terms the functions of our 
banking and credit system, monetary 
and debt management policy, the rela- 
tionship between banking and economic 
conditions, interest rates and similar sub- 
jects. It is hoped that such forums will 
have broad acceptance and make signifi- 
cant contribution to our understanding 
of basic information. 
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Redistribution of Wealth 







Another broad area of development 
which illustrates why it is so essential 
for us to be on the alert to the shifting 
forces of this economy relates to the 
basic readjustment in the distribution of 
our national income and wealth during 
recent years. While the earlier history 
of the trust business was associated, to 
a considerable extent, with the accumu- 
lation of sizeable estates serving only 
a few wealthy people, progressive tax 
laws in recent years have made it 
practically impossible to attain this size 
estate. Instead, we have today a redis- 
tribution of income and wealth in such 
a way as to create, perhaps, millions of 
small estates or personal investment 
funds that require the services of a com- 
petent financial counsel and adminstra- 
tion. 
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The growth of common trust funds in 
recent years represents a real contribu- 
tion to the handling of this problem. 
Related development is the pension and 
profit sharing consciousness of our na- 
tion, which found its roots in the social 
security program and has flourished in 
tecent years under wage contract agree- 
ments. Corporate trustees have become 
an important factor in this field, the 
newest element in our structure of sav- 
ings institutions. Both deal with larger 
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| THE RIGHT 
ioe "4 : APPROACH 


Will Improve Your Investing Score Too! 


Our “game” is the management of money and securities. It’s a serious, 
full-time job these days... hardly one for a part-time amateur. 


If your security holdings range upwards of $75,000., the Investment 
Advisory Service offered by this Trust Company (whose primary func- 
tion is the prudent care and management of money) deserves your 
prompt and serious consideration. Wouldn’t it make sense for you to 
consult this outstanding financial institution about your personal invest- 
ment program? 

Sound investment planning requires specialized training, broad experi- 
ence and contacts, extensive research and statistical facilities, as well as 
the seasoned judgment of career investment men. You'll be agreeably 
surprised when you compare the modest cost (usually tax deductible) 
with the many tangible values of our Investment Advisory Service. 


We suggest that the right approach for you is to talk it 
over with us, or if you prefer, write for a 
complimentary copy of our brand new booklet called 
“How To Get The Most Out of Your Investments.” 


City Bank Farmers 
ourennm  LFust Company 


22 William Street, New York 15 
Midtown Office: 640 Fifth Ave. (at 51st Street) 


Affiliate of 
The National City Bank of New York' 











groups and, frequently, masses of people] Ni 


Announcing the consolidation of instead of a relatively few wealthy bene. 
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The PROVIDENCE UNION NATIONAL BANK cpr lectur 
recent study by the Federal Reserve j Gradt 
and Bank of New York estimated that some sessio 


10 to 11 million persons are covered by | The t 
private pension plans. Perhaps two. eph A 
thirds of them are administered by | of la 
Trust Companies or Banks. It is further } purh: 
estimated that about two to two and one. | classe 
quarter billions of dollars flow into presi¢ 
pension trust funds annually, or about | York 
one-fifth of the net capital growth of | will 

savings through other major savings } classe 
institution. A flow of savings in this 


INDUSTRIAL TRUST COMPANY 


to form 


Industrial National Bank 


of Providence 


the second largest bank in New England 


Tus CONSOLIDATION brings together Rhode Island’s first bank . . Th 

(and the second oldest in y Bate and Rhode Island’s largest epic — or lng Clint 

bank. Whatever your banking requirements, Industrial National a ee ae ee ee Se Bank 

is well able to serve you efficiently. Complete Commercial, Trust, people place an important measure of senio: 

and Foreign Banking. Your inquiries are solicited. new social responsibilities upon us as Wach 

corporate trustees. The manner in which a 

we perform these new social respon- i. 

STATEMENT OF CONDITION sibilities may well help to determine our York 
usefulness in the years to come. We 

INDUSTRIAL NATIONAL BANK must ask feast first, how will our office 

PROVIDENCE, RHODE ISLAND attitudes towards investment in private re 

Opening of Business, February 1, 1954 industry in general and in a particular a 

ASSETS industry affect the capital growth of Trust 


Cash and Balances with Other Banks . 
U.S. Government Obligations . e % 
Obligations of States and Political Sudbvisions ; 


. $ 76,436,308.37 
185,401,010.18 
16,360,114.59 


our economy? Will investment likes or 
dislikes produce a significant change in 
the nature of that growth? Second, will 














Other Bonds, Notes and Debentures . 363,250.08 sige i 
Corporate Stocks 1,309,263.37 any prejudices we might develop towards 
Loans and Discounts . 189,685,887.65 particular large units of industry tend | Uses 
a sewage wes a to foster their growth at the expense of 
urniture an 1xtures a ° “2.9 
Customers’ Liability on Acceptances Outstanding 624,164.90 other units? If 4 eae would be the A 
Other Assets . Peso 6 i «ss 1,982,527.24 political repercussions? ie 
Total Assets ‘$479,891,128.67 Third, what effect will pension fund § oper: 
LIABILITIES ] h h it f { d 
relationships have upon other facets ol § tirem 
a (500,000 shares) . e. <. * ee erie our trust and banking business? Will J a sys 
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Total Capital Accounts . . 35,000,036.29 corporate customers? Will performance J 7, 
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Deposits of U.S. Rein . - 5,467,677.36 . d to 
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Other Deposits 5,792,699.66 ness activities, private financial values, fad 
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New Teachers for G. S. B. 


New faculty members and _ special 
lecturers have been named for The 
Graduate School of Banking’s summer 
session at Rutgers University next June. 
The two new faculty members are Jos- 
eph A. McClain, Jr., dean and professor 
of law, Law School, Duke University, 
Durham, who will lecture to the Trust 
classes; and Casimir J. F. Patrick, vice 
president and general counsel, The New 
York Savings Bank, New York, who 
will lecture to Savings Management 
classes. 
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The five new special lecturers are 
Clinton B. Axford, editor, “American 
Banker,” New York; Carlysle A. Bethel, 
senior vice president and trust officer, 
Wachovia Bank and Trust Co., Winston- 
Salem; J. Stanley Brown, vice president, 
Chemical Bank and Trust Co., New 
York; James A. Close, trust investment 
oficer, Merchants National Bank and 
Trust Company, Syracuse; and John 
M. Cookenbach, assistant vice president, 
Pennsylvania Company for Banking and 
Trusts, Philadelphia. 
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» will 
wards 
tend } Uses Common Trust Fund for 
se of Group Profit Sharing 
e the | A substantial number of small busi- 
ness firms and banks are successfully 
fund | operating a deferred profit-sharing re- 
ts of f tirement plan for their employees under 
Will J a system worked out by City National 
with J Bank & Trust Co. of Kansas City, Mo. 
“—s Though standardized in the main, 
" “s City National’s plan has been drafted 
fe: with alternative pages so that some of 
ete the more important Provisions can be 
rine adapted to the individual employer’s 
f na circumstances. Moreover, _the cost of 
n of f ting UP and administering the plan, 
ott often as high as 35% to 45% of the 
sll first year’s contribution to the trust 
lity fund, in this case is nominal. 
1 by A uniform trust agreement has been 
year, J Worked out, coordinated with the 
nich, | Standard plan. As trustee, City National 
ness Bank is given authority to invest the 
our | funds of each profit-sharing trust in its 
common trust fund. This offers a greater 
opportunity for a safe, stable and di- 
, versified investment program than any 
small, profit-sharing trust could other- 
wise hope to have. The bank makes no 
me charge for using its common trust fund. 
been When City National is appointed trus- 
eed- | tee for a profit-sharing plan, services of 
on | a@ pension consultant are made avail- 


able for a small fee. The consultant 
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works with a company representative in 
selecting alternative provisions best 
suited to the employer’s situation, then 
advises and assists in installing the plan 
and submitting it to the tax authorities 
for approval. 
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Treasury Refunding 


The largest refunding undertaking in 
the history of the country was an- 
nounced toward the end of January, 
covering approximately half of the 
$40.7 billion of marketable debt due or 
callable during the first half of this year. 
The new exchange medium is a 214% 
bond due November 15, 1961, with 
holders of certificates and notes matur- 
ing February and March 15th also 
having the option of taking one year 
certificates due February 15, 1955 
bearing 154% coupon. A strong de- 
mand for the new bonds at press time 
was indicated by a premium of around 
three quarters of a point in when-issued 
trading. This operation will mark an- 
other substantial advance in stretching 
out the debt maturity which has been 
in the forefront of the Treasury’s plans 
for the past year. 


BANK AND TRUST COMPANY INCOME 1949-53 


% FIRST HALF YEAR FIGURES AT ANNUAL RATE 


Graphs from annual report of Superintendent of Banks William 
A. Lyon for 1953 show breakdown trend of earnings of state banks 
and trust companies for recent years. Trust department gross earn- 
(latest full year available) were $61,952,000, or 
11.12% of total operating earnings. In the previous year, the figures 
were $59,224,000 and 12.06%. The New York City institutions 
naturally accounted for the bulk of these totals, the 1952 sum 
being $57,853,000 (12.87%) and 1951 being $55,639,000 (14.08%). 
The ratio of trust department earnings to total bank earnings of 
New York City banks was approximately four times greater than 
that for banks outside the City. 
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Law School To Give 
Estate Planning Course 


The University of Kansas City School 
of Law this semester is offering a new 
course in estate planning under Pro- 
fessor Philip J. Erbacher. The trust de- 
partment of City National Bank & Trust 
Company, Kansas City, Mo., helped to 
initiate the course and, as an incentive 
to students, will award prizes of $50 
and $25 to students preparing the best 
estate plans. 


A AA 


New York Community Trust 
Increases Grants 


Charitable grants of $1,100,222 by 
the New York Community Trust in 1953 
surpassed the $1,046,945 of the previous 
year and brought aggregate disburse- 
ments of the Trust to a grand total 
$13,015,274. Payments went to donees 
in 28 states, England, Holland, Israel, 
Norway and Japan. The year’s distribu- 
tions were made from 91 funds, rang- 
ing from a few thousand to several 
million dollars, and having a total of 
$21,055,904 under the Community 
Trust’s administration. 
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CORRECTING JOINT PROPERTY EVILS 


Five Alternative Ways Out and Their Tax Effects* 


3. Division to Make Each Sole 
Owner of Portion 


Division of jointly held property be- 
tween the owners so as to make each 
the sole owner of a portion is perhaps 
the best of the corrective procedures to 
be applied in joint ownership cases. The 
division may be made so that each joint 
owner owns one-half the property in his 
sole name, or title may be changed to 
a tenancy in common so that each ten- 
ant will own an undivided one-half in- 
terest in the whole but without right of 
survivorship. 


a. Estate Tax 


Whichever method is used, one-half 
the value of the property will be re- 
moved from the estate owner’s gross 
estate at death, assuming, of course, that 
the split will not be taxed as a gift in 
contemplation of death. 


It would appear at first glance that 
where property is held between husband 
and wife as tenants by the entirety, no 
estate tax saving would result from divi- 
sion of the property between them, 
since the survivorship interest would 
qualify for the marital deduction. This 
is seldom the case, however, because of 
the fact that the estate owner can take 
advantage of the marital deduction by 
will, Thus, he may leave solely owned 
property outright to his wife in an 
amount sufficient to assure his estate 
the benefit of the maximum marital 
deduction even though the survivorship 
property is no longer available. Even 
if he leaves nothing to his wife other 
than his now solely owned one-half in- 
terest in the real estate, he will be 
allowed the deduction of the entire por- 
tion to the extent that it is not in excess 
of the maximum marital deduction. 


b. Gift Tax 

Division of jointly held property be- 
tween tenants so as to make each the 
sole owner of one-half or to make the 
two owners tenants in common will re- 


sult in no taxable gift in those cases 
where a gift of one-half of the property 


*Continued from January issue. 


84 


LAWRENCE G. KNECHT 


was consummated upon creation of the 
tenancy. Each owner is already consid- 
ered to be the owner of one-half the 
property, and a division which merely 
eliminates each owner’s right of sur- 
vivorship creates no change in their 
relative positions. 


With respect to assets such as joint 
bank accounts and savings bonds, how- 
ever, in which either owner may de- 
feat the rights of the other by with- 
drawing the funds or redeeming the 
bonds, and as to which, as previously 
noted, no gift is consummated until the 
funds are withdrawn or the bonds re- 
deemed by the non-contributing owner, 
there would be a taxable transfer of 
one-half the value of the account or the 
bonds to the non-contributing owner at 
the time the property is divided. As in 
the other taxable transfers considered, 
specific exemption and annual exclusion 
will apply in arriving at the amount of 
gift tax liability, and in the case of 
division between spouses, the marital 
deduction will also apply. 


Division of property between tenants 
by the entirety will result in a taxable 
gift only when there is a discrepancy 
between the ages of the two spouses and 
the contributing spouse is the younger. 
At the time the tenancy was created 
there was a gift from the younger to 
the older spouse of the value of the 
non-contributor’s life interest in the 
property, plus the value, if any, of his 
or her right of succession to the whole 
property. The donor spouse being 
younger, the value of the gift at that 
time would have been less than one-half 
the value of the property, with the re- 
sult that a later division will be a tax- 
able transfer in the amount that a one- 
half interest in the property exceeds the 
value of the original interest transferred. 


Conversely, when the non-contributor 
is younger, the gift at the time of crea- 
tion of the tenancy could not have been 
less, but may well have been more, than 
one-half the value of the property. If 
more, then a later division to give the 
non-contributor merely a one-half inter- 


est might effect a transfer back to the 
contributor. 


c. Income Tax 


Division of property which may be 
the subject of a future sale should re. 
ceive consideration from the standpoint 
of the basis for capital gain or loss 
which the property will have subsequent 
to the division. 


As has already been pointed out, the 
date of acquisition of property held in 
joint tenancy or tenancy by the entirety 
to the surviving tenant is the purchase 
date, and the basis for determining 
gain or loss on a sale is adjusted cost. 
When survivorship property is divided, 
however, and decedent’s share passes by 
bequest, devise, or inheritance to the 
other, the survivor will have a new basis 
for that portion of the property measured 
by its fair market value at decedent’s 
death, In the case of property which has 
appreciated in value since its purchase, 
division would have the beneficial effect 
of providing the survivor with a stepped- 
up basis as to the inherited portion so 
that capital gain from a sale would be 
less than if the entire property had been 
received by survivorship. 


When the subject of the division of 
interests is a depreciable asset, the ad- 
vantage of this stepped-up basis is more 
readily apparent. Not only does the sur- 
vivor receive a new and higher basis 
for gain or loss but also for future de- 
preciation as to the one-half of the 
property received by inheritance, be- 
quest, or devise. Had a division not been 
consummated, depreciation to the time 
of the sale would have rendered the 
survivor's cost basis as to the entire 
property even lower than it would have 
been in decedent’s hands. 


In cases where the increase in value 
of a jointly held asset is especially 
marked, the fact that a stepped-up basis 
to the survivor might be obtained for 
the entire property by converting it back 
to sole ownership in the estate owner 
might weight the scales in favor of that 
procedure in preference to a division of 
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the interests. Conversely, division of 
property which has depreciated in value 
and the attendant new basis in the hands 
of the survivor may have the undesir- 
able effect of reducing the recognizable 
loss from a subsequent sale. 







4, Exchange of Properties 





Where two or more properties are 
held jointly by the estate owner and 
another, an exchange may be made so 
that the estate owner will own one of 
the assets in his sole name and the 
other will become the sole property of 
the other tenant. 










a. Estate Tax 





Whereas both properties would origi- 
nally have been subject to estate tax at 
the estate owner’s death, the exchange 
will result in the complete elimination 
of one of them from the taxable estate. 
The effect is much the same as in the 
case of the division of interests just dis- 
cussed with reference to any one asset 
held in joint ownership. 


b. Gift Tax 


To minimize the possibility of gift 
tax liability on such an exchange, care 
must be taken to see that the properties 
exchanged are of substantially the same 
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value at the time of their transfer. Sec. 
86.8 of Regulations 108 states that the 
gift tax extends to “sales, exchanges, 
and other dispositions of property for 
a consideration in money or money’s 
worth, to the extent that the value of 
the property transferred by the donor 
exceeds the consideration given there- 
for.” In the case of a joint tenancy 
where each tenant is the owner of a 
one-half interest in two properties hav- 
ing equal values, no gift tax will be 
payable. 


With respect to two jointly owned 
savings accounts or government bonds, 
the non-contributing owner having no 
interest in the funds which can be looked 
upon as consideration in the exchange, 
a gift is necessarily made by the con- 
tributing owner of the value of the 
property put in the co-tenant’s sole 
name, or one-half the combined value of 
the two exchanged properties. 


As to tenancy by the entirety, even 
though the exchanged assets are of 
equal value, there will be a gift from 
a younger spouse to an older one of 
the amount by which the computed 
value of his or her life interest and right 
of survivorship in one asset exceeds the 
value of the older spouse’s life interest 


‘Ftow families lose thousands of dollars 
through Joint Cenancy... 


This is the title of the most popular booklet 
the City National Bank and Trust Company of 
Chicago has published recently. The second printing 


is now off the press. 


You are welcome to copies—without obligation. 
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and right of survivorship in the asset 
which the younger spouse is to own in 
his or her sole name. It is a rare case, 
however, where the amount of the gift 
would be large. 


ce. Income Tax 


It must be remembered that in gen- 
eral an exchange of property is, for tax 
purposes, treated in the same fashion as 
a sale. Ordinarily, such an exchange 
results in ordinary income or loss, or 
in capital gain or loss, and must, accord- 
ingly, be included in the party’s next in- 
come tax return. This tax factor is 
avoided only when the transaction in 
question comes within one of the spe- 
cified exclusions of the Internal Reve- 
nue Code, providing that such transac- 
tions shall not result in recognizable 
gain or loss. 


If there is to be no income tax lia- 
bility on an exchange of joint interests, 
the two properties involved must be 
“like” within the meaning of Code Sec. 
112(b). There is a further restriction 
that the properties must not be stock in 
trade, stocks, bonds, or notes, and they 
must be held for productive use in trade 
or business or for investment. There 
may be, in addition, a tax-free exchange 






















of stock for stock of the same corpora- 
tion, 


The Regulations state that the words 
“like kind” have reference to the nature 
or character of the property and not to 
its grade or quality. Consequently, im- 
proved real estate may be exchanged for 
unimproved real estate. Although it has 
been held to be sufficient that both prop- 
erties are real estate, nevertheless there 
is always room for argument as to 
whether two properties are “like” or not. 
Therefore, the safest course would seem 
to be the exchange of farm land only 
for other farm land or of city real estate 
only for city real estate, etc. Assets to 
be made the subject of such an ex- 
change must be carefully selected. 


To the extent that money or “unlike” 
property is received on an otherwise 
tax-free exchange, capital gain will be 
recognized, not to exceed the amount of 
any money received and the fair market 
value of the “unlike” property. Although 
gain is recognized on such a transac- 
tion, note the contrary provision with 
regard to capital loss. If there would 
otherwise be a recognized loss, the fact 
that.a portion of the property received 
in the exchange is within the rule for 
non-recognition of gain or loss, renders 
such loss non-recognizable. 


In addition to their effect on recogni- 
tion of gain and loss on the exchange 
itself, money or “unlike” properties in- 
cluded in an exchange have an effect 
upon the basis for computation of future 
gain or loss from sale of the property 
received. Code Sec. 113(a) (6) provides 
that in a tax-free exchange (like prop- 
erties for like properties), the basis of 
the property reecived is the same as in 
the case of the property exchanged for 
it. The parties are, therefore, in the 
same position as to future sales that 
they would have been had the exchange 
not been made. In a partially tax-free 
exchange, however, the basis of the 
property exchanged is decreased in the 
amount of any money received by the 
taxpayer and increased in the amount 
of gain or decreased in the amount of 
loss that was recognized upon the ex- 
change, and this is the basis of the 
property received. The Code section 
goes on to state that the basis shall be 
allocated between the properties re- 
ceived in such a case by assigning to 
the property which caused the exchange 
to be taxable, an amount equivalent to 
its fair market value at the date of the 
exchange and assigning the balance to 
the property which would otherwise 
have been received tax-free. 
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In other words, unless jointly held 
assets are “like” properties, their ex- 
change will constitute a taxable transac- 
tion upon which gain will be recognized, 
but never loss. In addition, the basis 
of the exchanged properties will under- 
go changes which will often adversely 
affect the tax status of future sales. It is 
doubtful, therefore, whether this partic- 
ular technique should be applied except 
in those relatively few cases where two 
“like” properties are owned in joint 
tenancy. 


Just as in the case of property re- 
moved from joint tenancy in the ways 
discussed previously, owners succeeding 
to the property which has been the sub- 
ject of exchange, as here considered, 
will, at the original owners’ deaths, have 
the advantage of a new basis for both 
gain and depreciation measured by the 
value of the property when the deaths 
occur. 


5. Purchase by Co-Owner 


It may be stated, as a general rule, 
that this technique will not be found 
desirable except in those instances where 
the property has recently been acquired 
and there is no difference between the 
original cost of acquisition, the current 
value, and the price for which the sale 
is to be made. 


a. Estate Tax 


If the purchase is made by the co- 
owner who originally furnished the con- 
sideration for the property, the prop- 
erty will still be in his taxable estate, 
but that estate will be diminished by 
the amount of the purchase price paid 
to the other co-owner. If the situation 
is reversed, the non-contributing owner 
will wind up with the particular asset, 
her estate will be decreased by the 
amount paid out on the purchase, and 
the contributing owner’s taxable estate 
will be diminished by the value of the 
asset but increased by the amount of 
the purchase price. In other words, from 
a dollar standpoint, the same results are 
achieved, roughly, as in the conversion 
to a tenancy in common. 


b. Gift Tax 


There will be no gift tax if the pur- 
chase price is the same as the value of 
the property at the time of sale. If the 
purchase price is less than the current 
value, there will be a gift from the 
seller to the purchaser to the extent of 
the difference; if it exceeds such current 
value, the gift would be from the pur- 
chaser to the seller. 


c. Income Tax 


There will be no income tax factor 
involved in the transaction if the sale 
price is the same as the seller’s cos; 
basis. However, if the price exceeds such 
cost basis, the seller will have a taxable 
gain and if the purchase price is less 
than such cost basis, the seller will have 
a capital loss, but one which will not 
be recognized for income tax purposes 
if the parties are related. It should he 
noted that if the transaction is so ar. 
ranged as to avoid gift tax, there may 
be undesirable income tax consequences, 
and if it is set up to minimize income 
taxes, there may be a gift tax. 


The Choice 


The decision to apply any one of the 
above techniques to any given case in- 
volving joint tenancy or tenancy by the 
entireties must not be made with only 
tax considerations in mind, however 
important they may be. Aside from its 
various tax consequences, a conversion 
of jointly owned assets to sole owner- 
ship may be advantageous because of 
the greater flexibility which that form 
of ownership affords. The sole owner 
can deal with the property during his 
lifetime without obtaining the consent 
of other persons, and at death he can 
name primary and contingent benefici- 
aries to succeed to the property. In 
many cases sole ownership of liquid 
assets will put cash in the hands of 
the estate owner’s executor with which 
to meet death costs. 


On the other hand, sole ownership 
will result in additienal administration 
costs in all states as to solely owned 
personal property, and in some states 
as to solely owned real estate. However, 
in cases where this might be a deterrent 
to sole ownership, administration costs 
can effectively be avoided by creating 
a trust for transmission of the property. 


It is also true that if the property in 
question is located in a state other than 
the state of residence, joint ownership 
may avoid necessity for ancillary ad- 
ministration at the death of the first 
of the two co-owners. 


Admittedly, in many of the smaller 
estates which have no estate tax prob- 
lems, the convenience of joint tenancy 
may very probably outweigh the ad- 
vantages of holding property in another 
manner. 


Determining when and to what extent 
corrective techniques should be applied 
to the limitation of joint ownership is 


(Continued on page 154) 
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BUSINESS INTERESTS IN ESTATE PLANNING 


HE New YorK CHAPTER OF THE 

American Society of Chartered Life 
Underwriters held its Sixth Annual Es- 
tate Planner’s Day at the Hotel Astor in 
New York on January 21st. The panel 
of, speakers, under the moderation of 
Samuel L. Zeigen, C.L.U., a member of 
the New York Bar and General Agent 
of the Provident Mutual Life Insurance 
Co., discussed in detail the legal, tax 
and practical difficulties of “The Busi- 
ness Interest in Estate Planning.” 


Included on the speakers’ panel were 
Abraham S. Guterman, member of the 
law firm of Hess, Mela, Segall, Popkin 
and Guterman; William McKinley, vice- 
president of the Bankers Trust Co.; and 
David Zack, a Certified Public Ac- 
countant and member of the New York 
Bar, who is a partner in the firm of 


David Berdon & Co. 


Capitalization Structure 


Mr. Zack began the discussion by 
stressing the importance of initiating 
the estate plan at the time a corporation 
is formed. By means of prudent tax 
planning the capitalization of a newly- 


organized corporation may be so ar- 
ranged as to obtain maximum present 
income tax advantages and a favorable 
estate tax situation. Involved in this 
connection is the possibility of “thin 


capitalization,” under which a corpora- 


tion would be principally capitalized by 
means of debt obligations, with a mini- 
mum of common stock. This type of 
capitalization enables interest payments 
on the bonds to be deductible, which 
is not the case where dividends are 
paid on equity capital. In addition, re- 
serves for meeting debt obligations 
would not run into unreasonable accum- 
ulation difficulties under Section 102 of 
the Internal Revenue Code. 


Perhaps of most vital importance is 
the fact that the businessman would be 
able to take out substantial amounts of 
his original investment through bond 
redemption, involving no more than a 
capital gains tax. This is not possible, 
ordinarily, where the businessman’s in- 
terest is in the form of stock. 


“Thin capitalization” may be coordi- 
nated early with family estate planning. 
The businessman himself could hold all 
the common stock, thus insuring his 
complete control of the business. If other 
members of the family were given 
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Panel of speakers for Estate Planner’s Day (left to right) David Zack, William McKinley, 
Samuel L. Zeigen and Abraham S. Guterman. 


bonds, or preferred stock, or non-voting 
common stock, current earnings could 
be shifted to them and the businessman 
would not be overloading his own estate 
with assets he does not require to run 
his business and conduct his normal 
economic life. At the same time a pos- 
sible Treasury Department contention 
that the debt obligations were in fact 
equity capital would be overcome in 
view of the fact that the same person 
is not holding each in identical pro- 
portions, 


Mr. Guterman affirmed Mr. Zack’s 
emphasis that long-term planning should 
begin as soon as possible. In instances 
where the corporation is already in 
existence, it may be feasible to recapi- 
talize so as to obtain the same advan- 
tages which Mr. Zack discussed with 
reference to newly-organized corpora- 
tions. However, Mr. sl advised 
the utmost caution in re-capitalizations 
so as to avoid the imposition of tax on 
the basis that the re-capitalization is 
actually a “bail-out” of earned surplus. 
Wherever the course of action does not 
come within the spin-off, split-off or 
split-up provisions of Section 112(b) 
of the Code, a ruling from the Treasury 
is most prudent, Mr. Guterman pointed 
out. 


Redemption Under Section 115(g) (3) 
Section 115(g) (3) of the Code, deal- 


ing with redemption of stock for estate 
tax purposes, was outlined in great de- 
tail by Mr. Guterman, who spoke with 
particular reference to some of the pit- 
falls which may be encountered. It was 
Mr. Guterman’s opinion that Section 
115(g) (3) was the most valuable piece 
of tax legislation the insurance business 


has ever received. By affording tax pro- 
tection to partial redemption, an entire 
area of insurance funding was opened 
up in those cases where for various 
reasons a complete liquidation is not 
adaptable to the particular situation. 


In planning for a partial redemption 
equal to the amount of Federal and state 
death taxes imposed on the estate, it 
must always be kept in mind that in 
order to qualify under the section the 
decedent’s stock in the redeeming corpo- 
ration must be worth at least 35% of 
the gross estate. This figure must be 
the guiding one for the planner. In 
some instances, where the stock per- 
centage of the estate is fairly close to 
the 35% gross line, the executor may 
find himself actually arguing for a 
higher valuation of the stock, a reversal 
of the usual situation. Even though the 
executor would in effect be contending 
for a higher estate tax, nevertheless, 
the value to the estate of obtaining 
liquid funds might greatly offset the 
extra tax imposed. 


Another difficulty in this connection 
might arise where the business owner 
operated under a multi-corporate ar- 
rangement, so that, although he owned 
all the stock of each corporation, his 
estate did not own stock in any one 
corporation to the extent of 35% of its 
gross. Section 115(g)(3) would not 
recognize unified ownership in such a 
circumstance. Therefore, Mr. Guterman 
suggested a merger of two or more cor- 
porations might be advisable. Mr. Zack 
offered another solution. One corpora- 
tion might be liquidated completely. Be- 
cause of the stepped-up basis of the 
estate owner’s stock at death, under 
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Section 113(g)(5), no tax would be 
payable, and cash would be available. 
This would not be a 115(g) (3) prob- 
lem, but would accomplish the same 
result, and very likely a great deal more. 

If it is contemplated that one corpora- 
tion is to be liquidated, proper planning 
would include the concentration of all 
liquid assets, including life insurance 
payable on the death of the business 
owner, in that corporation to be liqui- 
dated. Thus, a significant liquidity 
would be introduced into the estate pic- 
ture at the very time when liquidity is 
essential. 


Purchase Agreement 


It was pointed out and confirmed by 
the entire panel that although Section 
115(g) (3) is a significant boon to busi- 
ness Owners there is no substitute for 
a purchase agreement effective upon 
death to assure the performance of re- 
demption. The various types of agree- 
ments which may be drafted were out- 
lined by Mr. Guterman, with special 
reference to their effect on fixing the 
value of the business holding for estate 
tax purposes. Two important points 
were emphasized in this connection. If 
it is desired to peg the value for estate 
tax purposes the estate must be obligated 
at least to offer the stock to the corpora- 
tion, or the interest to the surviving 
partners. A binding agreement — that 
is, the seller must sell and the buyer 
must buy — is the most effective. In 
cases where the estate or heirs are not 
obligated to sell or offer the interest, 
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the value agreed upon will not bind the 
Commissioner, and the estate is likely 
to be in for a period of wrangling over 
the estate tax payable. 


The other important ingredient of a 
purchase agreement is the first offer 
during lifetime. The deceased business- 
man must have been bound during his 
lifetime to offer his holdings to the other 
parties to the agreement selling to out- 
siders, and at the price or according to 
the formula specified in the agreement. 


It may very well be that between the 
time of the execution of the agreement 
and the death of a part owner a great 
fluctuation in value may have occurred. 
Rather than involve the owners in 
periodic disputes over value, it was con- 
sidered advantageous to include a 
formula for determining value which 
would serve automatically to adjust 
such a variance in value. Mr. Zack 
pointed out, however, that even this may 
involve difficulty. Accountants are not 
infallible, he pointed out, and very often 
determinations of book value are no 
more than informed guesses. 


Service Partnerships 


The afternoon session began with a 
dissertation by Mr. Zack of the special 
problems of the professional service 
partnership, as distinguished from the 
typical mercantile partnership. In the 
professional service partnership, typi- 
fied by a law or accounting firm, capital 
assets are not a vital factor. In view 
of this, an income continuation plan, 
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under which a deceased partner’s heirs 
or a retired partner would receive a 
share of firm earnings for a specified 
number of years, would be preferable 
in most cases. Payments by the surviv- 
ing partners would be deductible by 
them for income tax purposes. Mr. Zack 
also discussed the adverse income tax 
consequences which might attach where 
the partnership was on a fiscal year 
different from the calendar year of the 
individual partners. Where there is no 
continuation agreement, it is not un- 
likely that a deceased partner’s estate 
would be faced with a bunching of up 
to 23 months’ earnings in one taxable 
year. 


Mr. Guterman had an illuminating 
observation on the use of a charitable 
foundation in business and estate plan- 
ning. If a taxpayer in a 75% tax bracket 
contributes $10,000 worth of his stock 
to a charitable foundation created by 
him, he may take a tax deduction of 
$10,000, and will not have to pay taxes 
of $7,500. This is actually in-pocket 
money to him. Furthermore, he still 
has 100% .control of the corporation. 
Another plan would be to recapitalize 
the business so as to create a class of 
preferred stock which could be given 
to the foundation. The value of the 
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common would be cut because of the 
existence of the preferred, and yet the 
business owner would still control the 
business as completely as he did before. 


Fiduciary Management of Business 


Mr. McKinley discussed the practice 
a bank would follow with regard to 
running a business as executor or trus- 
tee. He advised, first, that a testator 
should never direct continuation of the 
business, but should only permit it. 
Thus, if at a later date it is no longer 
feasible to run the business or it would 
be more profitable to take advantage 
of a favorable offer of purchase, a sale 
could be arranged. Mr. McKinley 
stressed the fact that the function of a 
corporate executor or trustee is one of 
supervision of management, not actual 
operating management. In view of this, 
whether a bank would accept the ap- 
pointment to run the testator’s business 
as executor or trustee after his death 
would depend on a variety of factors. 
These would include the existence of 
competent management, adequate fi- 
nances, and such. 


A bank will not make a commitment 
in advance to accept the responsibility 
of running a business. The factors which 
would motivate the acceptance of the 
task at the time of execution of the 
will might be lacking or have deterior- 
ated by the time the testator died. In 
some instances, Mr. McKinley observed, 
the bank will recommend liquidation. 
Or it may agree to hold a business until 
favorable sale can be arranged. 


Mr. McKinley also commented on the 
fiduciary’s powers in the will. Normal 
extensive powers commonly in well 
drafted wills are helpful, but in a situa- 
tion involving business continuation, 
the bank wants something more. It 
would want most extensive powers con- 
ferred upon it with reference to the 
particular business. In substance, the 
bank would want such powers that the 
business man himself had while he ran 
the company. Only in this way, said 
Mr. McKinley, can the bank perform a 
successful supervisory job. 


Commonly, extra fiduciary fees would 
be owing to the bank for assuming 
such a capacity. Normally, in order to 
insure fairness, the bank would prefer 
to put the question to a court. 


Cooperative Effort 


Mr. Zeigen, as moderator, emphasized 
throughout that modern business and 
estate planning cries out for the coop- 
eration of the attorney, accountant, life 









underwriter and trust officer. Too often, 
he noted, the typical businessman never 
reaches the point where he sits dow 
with all of his natural advisers at the 
same time, with a view toward achieving 
certainty, business and tax advantages, 
and above all — peace of mind. 
















The panel repeatedly emphasized tha 
each member of the estate planning 
team has a particular job to perform, 
Each has knowledge and_ techniques 
which will prove advantageous. Mr, 
Zeigen, in directing his remarks to the 
life underwriters, said that if the insur. 
ance man will learn to cooperate with 
members of other professions involved 
in estate planning, and will develop pati- 
ence in his dealings, the result will he 
greater prestige for his profession and 
himself, and in more numerous and 
larger sales. The attorney and account. 
ant, aware of the problems of business 
and estate planning, cannot fail to pro- 
duce sales for the underwriter. Messrs. 
Guterman, McKinley and Zack concurred 
that when it comes to planning for the 
business interest in the estate plan, life 
insurance represents not only the best 
means, but in a sense the only means of 
making certain that funds of sufficient 
amount will be available when they are 
desperately needed. 




























The panel also observed that skillful 
drafting on the part of the attorney 
can go a long way toward effectuating a 
sound and workable plan. When all 
members of the estate planning team 
work together, they are performing real 
service to the client. 









Transcripts of the Proceedings are 
available at $2.00 per copy from Samuel 
L. Zeigen, C.L.U., 501 Fifth Ave., New 
York 17. 







A A A 






England’s Public Trustee 
Reports 







The total value of trusts under ad- 
ministration at March 31, 1953, accord- 
ing to the annual report of England's 
Public Trustee recently received, was 
£272,274,947. The number of cases ac: 
cepted during the year was 46,705, com 
pared with 46,171 in the previous year, 
and the total value of these was £590,- 
690,466 as compared with £583,512,287 
the year before. The average value of 
Ordinary Trusteeships accepted during 
the year was £12,862, while Executor- 
ships and Administratorships averaged 
£13,886. Total fees for the year of 
£429,082 were somewhat less than the 
previous year’s £479,466. 
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FRANK B. EGAN, C.L.U. 
National Life Ins. Co. of Vt. 
1608 The Wolverine Tower 
Battle Creek, Michigan 


CHARLES A. ELLIOTT, C.L.U. 
National Life Ins. Co. of Vt. 
2300 Bryant Building 
Kansas City, Missouri 


HENRY B. FORJOHN, C.L.U. 
John Hancock Mutual Life Ins. Co. 
Colonial Building 
Allentown, Pennsylvania 


ROBERT W. FRYE, C.L.U. 
The Northwestern Mutual Life Ins. Co. 
1643 Grant Street 
Denver, Colorado 


HERMAN HAAS 
% Eugene Klein and Associates 
N. B. C. Building 
Cleveland 14, Ohio 


JUSTIN J. HANAW 
7733 St. Charles Avenue 
New Orleans, Louisiana 


BRADFORD D. HASELTINE, C.L.U. 
National Life Insurance Co. of Vt. 
National City Bank Bldg. 
Cleveland, Ohio 


JAMES B. IRVINE, JR., C.L.U. 
National Life Insurance Co. of Vt. 
414 Chattanooga Bank Bldg. 
Chattanooga 2, Tennessee 


THOMAS F. IRWIN 
Provident Mutual Life Ins. Co. 
1520 Western Saving Fund Bldg. 
Philadelphia, Pennsylvania 


. WILBERT JORDAN 
The Lincoln National Life Ins. Co. 
531 First National Bank Bldg. 
Mobile, Alabama 


ANDREW KACHELE, C.L.U. 
New York Life Insurance Co. 
529 Court Street 
Reading, Pennsylvania 


MERRILL W. MACNAMEE 
National Life Insurance Co. of Vt. 
208 S. LaSalle Street 
Chicago 4, Illinois 


FRANK H. NEFF 
New England Mutual Life Ins. Co. 
509 Euclid Avenue 
Cleveland 14, Ohio 


ROBERT E. NEwWCoOMB, C.L.U. 
Penn Mutual Life Ins. Co. 
Independence Square 
Philadelphia, Pennsylvania 


EUGENE C. Noyes, C.L.U. 
Massachusetts Mutual Life Ins. Co. 
415 Ohio Building 
Akron, Ohio 


H. MARTIN NUNNELLEY. C.L.U. 
Massachusetts Mutual Life Ins. Co. 
534 Stahlman Building 
Nashville, Tennessee 


THE OHIO NATIONAL BANK OF COLUMBUS 
Wayne J. Graf, Vice President 
51 North High Street 
Columbus, Ohio 


CLARENCE E, PEJEAU, C.L.U. 
Massachusetts Mutual Life Ins. Co. 
Hippodrome Building 
Cleveland. Ohio 








POWERS SYSTEM OF 
ESTATE ANALYSIS 


LAWRENCE G. KNECHT, Director 


CLEVELAND 14, OHIO 


WALTER M. PIERCE 
Massachusetts Mutual Life Ins. Co. 
Suite 1530, duPont Bldg. 
Miami, Florida 


ELWIN M. REED, C.L.U. 
National Life Insurance Co. of Vt. 
1608 The Wolverine Tower 
Battle Creek, Michigan 


JOSEPH H. REEsE, C.L.U. 
The Penn Mutual Life Ins. Co. 
Independence Square 
Philadelphia, Pennsylvania 


WILLIAM E. RENCH, C.L.U. 
National Life Ins. Co. of Vt. 
1410 Boatmen’s Bank Building 
St. Louis, Missouri 


ANGus B. ROSBOROUGH, C.L.U. 
Massachusetts Mutual Life Ins. Co. 
809 Barnett National Bank Bldg. 
Jacksonville, Florida 


EMIL SCHELLENBERGER 
Bankers Life Company 
Suite 436, 120 S. LaSalle St. 
Chicago, Illinois 


KARL H. SCHMIDT, C.L.U. 
National Life Ins. Co. of Vt. 
Krumroy Bldg., 227 W. Exchange St. 
Akron, Ohio 


Gai L. SHoup, C.L.U. 
Green-Shoup & Associates 
612 Michigan Trust Bldg. 
Grand Rapids, Michigan 


JAMES L. SHUSTER 
330 Federal Square Bidg. 
Grand Rapids, Michigan 


KNOx TURNBULL, C.L.U. 
Provident Mutual Life Ins. Co. 
1520 Western Saving Fund Bldg. 
Philadelphia, Pennsylvania 


KNOx TURNBULL, C.L.U. 
Life Insurance Bldg. 
Charlottesville, Virginia 


E. CLARE WEBER, C.L.U. 
New England Mutual Life Insurance Co. 
509 Euclid Avenue 
Cleveland, Ohio 


CHARLES H. WEISS 
67 West 44th Street 
New York, New York 


CLYDE R. WELMAN, C.L.U. 
National Life Insurance Co. of Vt. 
21 South Cleveland St. 

Memphis, Tennessee 


EARLE D. WHITE, C.L.U. 
New York Life Insurance Co. 
719 Hamilton Street 
Allentown, Pennsylvania 


FLoyp C. WHITE, C.L.U. 
National Life Insurance Co. of Vt. 
1608 The Wolverine Tower 
Battle Creek, Michigan 


GROFF L. WOODWARD 
Williamson Building 
Cleveland, Ohio 


JAMES M. WYATT 
Lincoln National Life Insurance Co. 
202 W. 17th Street 
Traverse City, Michigan 


Opportunities for Service Under 


The Self-Penstoning Bills 


EARL S. MacNEILL 


Vice President, Irving Trust Company, New York 


UR GREAT DESIRE IN BANKING AND 
Ea business is to serve — and to 
serve as many people as possible. It 
has become an Article of Faith with us, 
that without public acceptance we will 
cease to exist as private banks. Leaders 
in bank management — in practical 
application of the old but newly-named 
art of Public Relations — long and 
earnestly have been seeking new services 
to attract the patronage and support of 
more and more people. 


We have been hard-pressed to keep 
pace with our brethren on the banking 
side, Trust service is not ideally a mass 
service. Yet there have been two out- 
standing developments in the trust field 
in recent years. There was the move- 
ment that bandied the slogan: “If you 
have $1,000 you have an estate!”* 
More important was the Common Trust 
Fund; and even here restrictions were 
wisely imposed by the controlling au- 
thorities which have prevented Com- 
mon Trust Funds from being merchan- 
dised in the promotional sense. Valuable 
as this vehicle may be, it is a far cry 
still from the truly popular services that 
the banking departments offer. 


It seems to me that the Jenkins-Keogh 
bills offer a medium for extension of 
trust services to many more people than 
have hitherto found trust service to be 
within their range of need or interest. 


Need Popular Support 


These bills stand right up at the head 
of the parade in the present Congress, 
bearing the numbers H.R. 10 and H.R. 
11. The bills have a bi-partisan aspect; 
but both of these gentlemen are from 
the North — Jenkins from Ohio and 
Keogh from New York. Later in the 
session, Camp of Georgia and Elliot of 
Alabama offered identical bills: H.R. 


From address before Mid-Winter Trust Confer- 
ence, New York, Feb. 9, 1954. 

*The real beauty of this was that it brought in 
a surprisingly high average value of estates; peo- 
ple modestly had supposed that trust companies 
were interested only in estates of a quarter-million 
or a half-million and up, not in their mere fifties 
or hundreds of thousands. 
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2692 and H.R. 6114. So now the move- 
ment has geographically as well as poli- 
tically diversified support. All it needs 
now is a broad base of popular support 
— truly grass-roots support — not 
merely by the professional and trade 
groups who have borne the burden of 
sponsorship but by all self-respecting 
people, whatever their calling, who sub- 
scribe to old-fashioned ideas of self- 
provision for their old age. 


COPYRIGHT 1954 CABTOONS-OF-THE-MONTH 


“We manage to put a little aside each 
week - whenever we can borrow it” 


Taking H.R. 10 as our prototype, the 
title of it is: 


“A BILL to encourage the establish- 
ment of voluntary pension plans by 
individuals—” 


And the encouragement, of course, is a 
set of tax benefits available to the par- 
ticipants, and to the trust fund itself, 
similar to the tax benefits incident to 
employer-sponsored, or Section 165, 
pension and profit-sharing plans. 


Now I would like to explain these 
bills in terms of their application to 
trust officers of banks and trust com- 
panies in all sizes and types of com- 
munities in all sections of the United 
States, if these bills became law. 


First, how would you get into the 
business —- assuming facilities and the 
desire? There could be either or both 
of two approaches. The representatives 
of some professional group might come 


to you — or you go to them — with a 
proposition for a plan limited to the 
membership of that group. Or you can 
announce to the world that you have a 
plan and solicit the general public’s 
participation in it. 


So you would write down and pub. 
lish the rules governing your plan, just 
as the employer writes down and pub- 
lishes to his employees the rules govern. 
ing his Section 165 plan. (And just as 
any professional group might formulate 
the rules of its plan.) Usually the very 
first rule defines who may participate. 


Qualification for membership is ac- 
complished by a process of elimination. 


Everyone is barred — by the terms of’ 


the bill — who is either 
— A pensioner under 


— Or a member 


— Or entitled to become a member, 
upon meeting certain requirements, 
of 


a pension or profit-sharing plan estab- 


lished by 


A national, state or local govern- 
ment or agency, 


A charitable or similar tax-exempt 
organization, or 
A private and taxable employer 
whose plan has been granted tax 
exemption under Section 165. 
You can make narrower restrictions, if 
you like. 


Wide Horizon 


How broad the horizons that are 
opened to view by this definition! Many 
of the inquiries I have had from trust 
officers around the country refer to the 
opportunities existing among doctors, 
dentists, lawyers — as if professional 
people were the sole market for this 
new trust service. This is a throwback 
to earlier versions of the measure that 
required associational sponsorship for 
the plans themselves; and is tacit recog: 
nition of the enormous contributions of 
support to the movement made by the 
American Bar Association, the Ameri- 
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can Medical Association and their sub- 
sidiary and related associations. But the 
law's definition says nothing about pro- 
fessional status, requires membership in 
no association. It doesn’t even set the 
condition of self-employment, albeit this 
js popularly referred to as a bill to pro- 
vide pensions for the self-employed. 


This careless and inaccurate terminol- 
ogy can be a serious error, for it elimi- 
nates by inference three-quarters of your 
market —- and at the moment alienates 
three-quarters of the bill’s potential pop- 
ular support. Here are some of the sta- 
tistics that have been tossed about at 
the hearings: 


There are more than 10,000,000 
people covered by the 20,000-plus re- 
firement plans provided by employers 
and qualified under Section 165. There 
are about 11,000,000 self-employed and 
wer 32,000,000 who are employed by 
others but are not covered by employers’ 
plans. Bulletin 96 of the American 
Medical Association’s Bureau of Eco- 
nomic Research uses the title: “Pensions 
for the Self-Employed and the Pension- 
less Employed.” Nothing less quite does 
the job. For short, I like to call the 
process “self-pensioning.” 


Employees can be permitted to join 
your plan so long as their employers 
have no qualified pension plan or so 
lng as, by the rules of their employer’s 
plan, they are not eligible to join it. 
And here’s an important potential: 
proprietors and partners in enterprises, 
denied participation in their own firms’ 
Section 165 plans, can be members of 
LR. 10 plans. Since the benefits under 
the law are related to “earned income” 
— later defined — people whose sole 
reliance is on income from investments 
are not prospects for you. 


But otherwise the whole of Main 
Street is your market! The druggist on 
the corner; the grocer next to him; be- 
yond him, the hardware merchant, the 
funiture dealer, the proprietor of the 
dry goods store, the jeweler, the book- 
eller, the automobile distributor, the 
owner of the filling station — and all 
the people who work for these people. 
Prospects for you are the purveyors of 
‘rvice in endless variety: all the real 
state and insurance brokers, contract- 
ors, wholesalers, and manufacturers. 
Outside of town are the farmers, inn- 
keepers, and such. And of course you 
von’t overlook the professions. 


Benefits of Participation 


Having defined membership, you go 
% to state the benefits of membership. 
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You have taken such steps, you will 
say, as entitle you to maintain a “re- 
stricted retirement fund.” That is, you 
have complied with the statute and 
whatever Regulations may be issued 
under it, so that your fund has this 
very special tax status: that contribu- 
tions to it, up to a point, are excludable 
from the contributor’s taxable income; 
and that the income earned by the trust 
itself is tax-free until distributed. Capi- 
tal gains, likewise. 


From the member’s standpoint, he is 
entitled to an exclusion from taxable 
income of such amounts, paid within 


60 days after the close of the taxable 
year, as do not exceed 10% of his 
earned income, or $7,500, whichever is 
the lesser. If he is over 55 years of age 
as of the effective date of the law — 
so that time is pressing hard upon him 
— he may increase his excludable 
amount by 1% of earned income (or 
$750 if that is the lesser amount) multi- 
plied by the number of full years of his 
age over 55 — but not beyond age 75. 
For example, if he is 60 he may deduct 
15%, the same being his basic 10% 
plus 5% for his excess of 5 years over 
55. Whatever his age and rate of exclu- 


Will You Regret This? 


midwest bank began using Purse service 
in 1953. The vice president writes: “The 
first mailing to 250 persons brought 114 re- 


quests for our master booklet . .. We have 


received 3 wills from persons on our list... 


A lawyer tells me he has drawn 6 wills nam- 


ing us... Naturally we are pleased... Our 
one regret is that we did not come to you 


sooner.” 


Why have the same regret? Why use 
trust advertising that does not PROVE its 
worth? A modest investment in Purse service 
should be very profitable for your bank. 
Write now for details, without obligation. 


THe Purse COMPANY 


CHATTANOOGA, TENNESSEE 


NEW YORK * CHICAGO * BIRMINGHAM 





sion, the sum total he can deduct for 
contributions to his self-retirement is 
$150,000. That is his lifetime total; 
and using typical assumptions it would 
at age 65 provide an annuity of about 


$11,000. 


There’s humane provision for the 
carrying-over of “unused exclusions.” 
If. needs more urgent at the moment 
exhaust the wherewithal for contribu- 
tions in a particular year, the permiss- 
ible exclusion for that year may be 
added to the permissible exclusion dur- 
ing any of the five next-following years, 
provided the total sought to be excluded 
in any one year does not exceed $7,500. 
So far, no carrying-forward of excess 
contributions made in boom years is 
permitted; but language which would 
grant this privilege has been suggested. 


“Earned income” generally speaking, 
means wages, salaries, professional fees 
and other compensation received for 
personal services actually rendered. It 
includes income from literary, musical 
and artistic compositions created by the 
taxpayer and from the copyright of 
such. How about the taxpayer engaged 
in a business in which both services 
and capital are material income-produc- 
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tion in Washington by making 
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ing factors? Where the business is in- 
corporated, the bill is specific: compen- 
sation is excluded which represents a 
distribution of corporate profits rather 
than a reasonable allowance for services 
actually rendered. As for partnerships 
and proprietorships, these puzzlers are 
left to be worked out by Regulations. 


Investment of Fund 


How will the fund be invested? Your 
public will wish to know that. 


Under H.R. 10, investments are not 
limited to the “legals” of any state. The 
trust instrument may set the investment 
rules “to the extent permitted by local 
law.” While the quoted phrase was in 
a setting of words that has given pond- 
erers on legal quibbles quite a little 
trouble, it was the draftsman’s de- 
clared intent that the trustee of a self- 
pensioners’ plan should have all the 
powers that customarily are exercised 
in Section 165 plans containing, as most 
of them do, language denying the appli- 
cation of legal lists or other statutory 
rules. 


But this was before that bombshell 
was dropped on February 4th in the 
House Ways & Means Committee. It 
is a complete overhauling of Section 
165, with brand new rules on discrim- 
ination, integration and so on — and 
a codification, in effect, of many of the 
Regulations, including re-instatement of 
the withdrawn “30% rule.” It rewrites 
the investment rules as well: pension 
and profit-sharaing trusts will be under 
a double clamp; squeezed by the rules 
applicable to charitable foundations on 
one side — the “unrelated business in- 
come” and “prohibited transaction” 
rules; and on the other side by the 
rules restricting the investment of mut- 
ual funds — that is, regulated invest- 
ment companies. For example, the re- 
draft provides that securities of any 
one company may not exceed 5% of 
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the assets of the trust or more than 10% 
of the voting power of the company, 
There are exceptions as to existing jp. 
vestments; as to investments in the 
employer corporation or its subsidiar. 
ies; and there are other exceptions. ]t 
is reasonable to assume that before H.R. 
10 becomes law it will have picked up 
some riders bringing it in line, invest. 
ment-wise, with whatever form the re. 
vised Section 165 eventually takes. 













There has been an assumption on the 
part of many people in trust business 
that a trusteed H.R. 10 plan must em. 
ploy the investment vehicle of the Com. 
mon Trust Fund. The very first draft 
of this bill in 1951 required that the 
trustee be a bank operating a Common 
Trust Fund. The trustee s¢ill must be a 
bank, but when the irrelevance of the 
Common Trust Fund provision was 
realized, that requirement was dropped, 














But memory of it is persistent to the 
point that many have argued with me, 
“How can we possibly operate a self. 
pensioners’ trust without a Common 
Trust Fund?” My answer is a question: 
“Do you need a Common Trust Fund 
to operate Section 165 profit-sharing 
plans or employees’ savings or thrift 
plans?” The answer is “No,” of course. 
You have a trust fund under each profit- 
sharing plan; the rules governing the 
trust fund are stated in the trust agree- 
ment which implements the plan. In 
each of these plans, assuming it is 
duly qualified under Regulations to be 
prescribed by the Treasury, you have 
the same exemption from taxation of 
the income and capital gains of the trust, 
as such, as you would have if it were 
a Common Trust Fund under Section 
169 of the Code. Why pile Pelion upon 
Ossa by imposing upon your qualified 
self-pensioners’ trust all the additional 
requirements imposed by the Federal 
Reserve Regulations governing Section 
169 Common Trust Funds and superin- 


























SERVICE 






65 YEARS 








17th & G St. N.W. 





Federal Reserve System 





TRUSTS AND EsTATES 





1 10% 
npany, 
ng in- 
n the 
sidiar. 
ms. It 
e HR. 
ed up 
in vest- 
he Te- 
S. 


on the 
isiness 
st em- 
Com. 
draft 
at the 
mmon 
t be a 
of the 
Was 
»pped, 
to the 
h me, 
. self. 
mmon 
stion: 
Fund 
\aring 
thrift 
ourse. 
or ofit- 
g the 
agree: 
n. In 
it is 
to be 
have 
mn of 
trust, 
were 
action 
upon 
ified 
tional 
-deral 
-ction 
erim- 





posed by State laws and regulations? 
Obviously, H.R. 10 contemplated no 
such multiplication of controls when in 
the face of a $100,000 ceiling on Com- 
mon Trust Fund participations it per- 
mitted contributors to “qualified retire- 
ment funds” to extend their contribu- 


tions to $150,000! 


But let us say that you can operate 
your H.R. 10 fund — speaking of in- 
ternal administration, now — using the 
“ynit” method of your Common Trust 
Fund. But there’s an optional method 
that has become popular in the handling 
of profit-sharing trusts: A separate 
account — in dollars — is kept for each 
member. His contributions are credited, 
likewise his share of the gains and earn- 
ings. His withdrawals and his share of 
the losses are debited. There are periodic 
valuations — of the fund as a whole 
and of each member’s share of it. The 
method may seem complicated but it 
works nicely. 


Restrictions on Withdrawals 


Your prospectus, of course, must set 
forth fully the restrictions on with- 
drawal. Here is where you'll run into 
the greatest resistance in the promotion 
of your plan. No payments can be made 
from the fund until the member be- 


comes 65 or suffers permanent and total 


disability or dies. When pay-out time is 
reached, the member — if living — is 
entitled to receive his accumulations (as 
he may choose) either: 


In a lump sum; 


In annual, quarterly or monthly 
installments over a period of years; or 


Through purchase by the trustee of 
one or more single-premium life an- 
nuity contracts with or without a 
guaranteed minimum return and with 
or without a survivorship option; 


and the beneficiary of a member is 
entitled to benefits similarly payable, 
but the choice is the member’s. 


In explaining these restrictions, you'll 
describe the tax benefits for which the 
restrictions are the price. Payment to 
the member in a lump sum will be 
treated as a long-term capital gain (just 
as under Section 165 plans) provided 
it represents the accumulations of at 
least 5 years. Any other payments will 
be taxable as ordinary income when 
received — the “when” presumably be- 
ing a time when the recipient’s top- 
bracket tax rates are lower than at 
present. Distributions to a deceased 
pensioner’s surviving beneficiary will 
be income-taxable to the beneficiary, 
who will be entitled to credit for any 
estate tax imposed on the decedent’s 
interest in the fund. 


Why — you may ask — should this 
be harder to “sell” than a contributory 
profit-sharing plan or that new type of 
profit-sharing plan that gives the em- 
ployees a choice between immediate 
cash and deferment — the trusteed 
funds being untouchable, in either case, 
so long as employment lasts? There is 
one important difference: these varieties 
of Section 165 plans are permitted to 
contain a “hardship” clause: power is 
vested in the Plan Committee to author- 
ize payment of part or all of an em- 
ployee’s accumulations in the event of 
distress. So far, in H.R. 10 there is no 
similar escape; deferment is inevitable 
short of death, permanent and total dis- 
ability or the attainment of age 65. 


The sponsors of the measure are well 
aware that the harshness of the restric- 
tion will probably cause many persons 
to hesitate about tying up their savings 
under an H.R. 10 plan. As substitutes 
for virtually total prohibition, amend- 
ments have been suggested which would 
tend merely to discourage the indis- 
criminate withdrawal of funds. One such 
would require payment of a tax, upon 
withdrawal, equal to the tax saving 
which had resulted from the deduction 


in prior years of the annual contribu- 
tions to the fund. To this could be 
added interest or a further penalty. Thus 
the revenue would be protected against 
the “smart” taxpayer who sought to 
use the plan as a device to shift his 
income from one year to another for 
tax-avoidance purposes. Sooner or later, 
I think, such an amelioration would 
have to come. 


Annuity Contracts 


In terms of your hypothetical plan, 
I have pretty well reviewed the law, save 
for one important segment. Under the 
bill’s first draft, annuity contracts issued 
by life insurance companies could be 
utilized as media for investment only 
if they were held in trust — just as 
individual life insurance and annuity 
contracts can be held in trust under 
Section 165 plans. And for the same 
reason: that otherwise they could be 
freely surrendered for cash or assigned; 
there’d be no control of deferment. 


At the hearing in 1952, however, the 
insurance companies made a case for 
direct dealing, so that H.R. 10 now 
permits funding through “restricted re- 
tirement annuity contracts.” These 
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would be issued in conformity with 
Treasury regulations designed to limit 
their cash-ability and assignability in 
line with the requirements laid down 
in the bill for “restricted retirement 
funds” held by bank trustees. The in- 
surance companies are pressing for 
some further expansions — into life 
insurance as well as annuities, for ex- 
ample. 


Implementation 


So much for the bones of the law; 
there is flesh to be added in the way 
of practices — and, particularly, official 
Regulations, For example, unless a plan 
is sponsored by some responsible asso- 
ciation, by which certificates of eligi- 
bility may be issued, how will the trus- 
tee know that a contributor is a “quali- 
fied individual,” save by his own certi- 
fication? Will it need to know? And 
even if the qualifications of the individ- 
ual are beyond doubt, what if he pays 
in more than the percentage allowed him 
as an exclusion, or bases his percentages 
on income that is not earned? 


The Democlean sword hanging over 
every Section 165 plan is denial to the 
employer of tax-deduction on top of 
denial to the employees of their tax 
benefits if the ground rules of the game 
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are violated. Certainly it is the intent, 
under H.R. 10, that only the offending 
individuals should be penalized — not 
the trust nor its innocent participants. 
Yet, in practice, the unscrambling of 
income and capital gains and losses 
accreditable to legal and illegal or ex- 
cessive contributions might create a few 
problems; and it might be helpful if 
Regulations spelled out some operating 
rules. 


Prospects of Enactment 


What are the bill’s chances? It is still 
in the House Ways and Means Commit- 
tee. A report requested of the Treasury 
has not as yet been received. The bill 
is understood to have individual sup- 
port in the Committee, in the House and 
in the Senate. It probably will not be 
part of the omnibus tax bill that has 
lately been coming in sections from the 
Treasury to the Committee; it could of 


course be added by amendment in the. 


Committee or on the floor of the House. 


Whether the bill passes will depend 
to a large degree upon the extent of 
popular support it receives. If it passes 
the Congress, will it be signed? At any 
rate, the President is on record as hav- 
ing endorsed the principle of the bill. 
“Something ought to be done,” he has 
said, “to help these people [the inde- 
pendent people not regularly employed 
by a corporation] to help themselves 
by allowing a reasonable tax deduction 
for money put aside by them... . to 
provide ... . for their old age and 
retirement.” 
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There have been three main lines of 
objection to the bill. One, that it js 
discriminatory — in face of the fact 
that four-fifths of our working popula. 
tion would be eligible to join of their 
own free choice! It would seem more 
logical to maintain that such discrim. 
ination as there may be favors the 
employed persons whose employers have 
or can afford to have retirement plans 
for the benefit of their employees — 
there’s your privileged class! 















The second line of objection has been 
a retaliatory one. Lawyers’, doctors’ and 
other professional associations had ear. 
lier taken a stand against compulsory 
inclusion in Social Security. Ergo, they 
should be denied the benefits of self. 
pensioning on a voluntary basis. Now 
that inclusion of practically everyone 
in Social Security appears imminent, the 
objection becomes academic, granting 
it ever had any validity at all. And did 
it, really, since the great bulk of people 
who might take advantage of H.R. 10 
have been covered by Social Security 
all the time? The bill simply would 
enable them to build supplementary re- 
tirement benefits for themselves in the 
same manner that Section 165 plans 
build supplementary retirement benefits 
for the employed workers under their 
coverage. 




























As for loss of revenue — the third 
objection — some very fancy figures 
have been tossed about. The only real- 
istic study I have seen is that to which 
I earlier referred: Bulletin 96 of the 
Bureau of Medical Economic Research, 
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which can be obtained from the Ameri- 
can Medical Association, Chicago 10. 
The conclusion of this well-reasoned 
study is, that so far as the self-employed 
are concerned, the annual tax loss 
should not exceed $67,000,000. There 
are less data bearing on the pensionless 
employed, but the assumption is not 
unreasonable that the maximum loss in 
their case might be in no greater 
amount. Maybe $130,000,000, all told? 
The Treasury and Committee lately 
have been whittling off, with seeming 
nonchalance, much larger chunks of 
revenue than that! And this point should 
be kept in mind: plans won’t spring 
up by the hundreds overnight. There'll 
be Regulations; there'll be State laws to 
change. It may be a couple of years 
before the movement really gains mo- 
mentum. 



























Potentiality 







If the law passes, what are your 
opportunities to serve? I have men- 
tioned some and, by inference, all — 
of the small proprietors and various 
professional and other independent 
earners of income who constitute a large 
part of your potential market under this 
bill. But I haven’t said much — nor has 
anyone else — about the numerically 
much larger market that exists among 
the pensionless employed. Most of the 
large employers in this country have 
retirement systems so that, more and 
more, your promotional efforts are 
among the smaller companies. With 
twenty to a hundred employees, they 
are desperately involving themselves 
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with the complexities and _ relatively 
high costs of Section 165 plans in order 
to meet competition in the labor market. 


It would be more economical — and 
far simpler — for such employers as 
these to grant wage increases or bonuses 
on the expectation that the employees 
would subscribe to a community plan, 
your plan. Each company could handle 
its employees’ contributions as a group 
by the process of deduction — pay 
envelope deduction, that is. Your cost 
of handling could be reduced thereby 
and cost, of course, would be one of 
your acuter problems. 


You'll have to keep a separate account 
for each participant. Your charges will 
be “activity” charges, primarily, just as 
they are for many popular banking ser- 
vices. You should make a profit, but it 
will be a small one — unless you attain 
great mass. This will require selling 
and aggressive follow-through, for first 
enthusiasms will wane and payments 
will dwindle unless there’s stimulation. 
It may be that the mechanized book- 
keeping and organized retention selling 
called for will be something you won’t 
wish to tackle on your own. If so, per- 
haps your correspondents in the larger 
cities will make master-plans available 
to you as agents. 


Maybe out of all this there'll come 
no quick or great profit; but I come 
back to what I said at the beginning. 
All the kinds of people I listed then — 
all the people on Main Street and the 
country beyond — are the “backbone” 
people. If we want to go “mass” there’s 






pany 








our most desirable mass, and Jenkins- 
Keogh will enable us in one more vital 
way to serve them: the people who work, 
who earn, who take responsibilities, who 
save. If our future as private bankers is 
in their hands, it couldn’t be in safer 


hands! 
Ah: & 


Explains Profit Sharing Plan 
in House Organ 


The new profit sharing plan at Union 
Title Insurance & Trust Co., San Diego, 
is like having “someone open a savings 
account in your name, add a sizeable 
amount each year, then turn the whole 
account with all of its earnings over to 
you when you retire,” employees were 
told in the January issue of Metes & 
Bounds, the bank’s employe publication 
The profit sharing plan operates in addi- 
tion to existing retirement programs and 
annual bonuses, and the resulting fund 
is held in trust by the trust department. 


This publication is a new venture, 
started last August, and appearing 
monthly for the employees only. It car- 
ries articles of general information and 
interest in regard to the bank, such as 
the full page explanation in the first 
issue of what the trust department does 
as executor of an estate. Shorter para- 
graphs convey odd bits of useful or im- 
portant information. 
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LEGAL ADVICE BY INSURANCE COMPANY COUNSEL 


HE CONFERENCE OF LAWYERS and 

Life» Insurance Companies has is- 
sued a report setting forth the limits for 
the practice of law by home office coun- 
sel of insurance companies. The report 
was recently approved by the House of 
Delegates of the American Bar Associa- 
tion and by the Executive Committee of 
the American Life Convention and the 
Board of Directors of the Life Insurance 
Association of America. It follows: 


1. DissEMINATING LEGAL INFORMA- 
TION AND SPECIMEN LEGAL Docu- 
MENTS ON THE INITIATIVE OF HOME 
OFFICE COUNSEL. 


A. Information Bulletins. 


Home office counsel occasionally pre- 
pare information bulletins for distribu- 
tion among the agents of the insurance 
company. A bulletin may describe re- 
cent developments in Federal income, 
estate or gift tax laws. 


The proper protection of the public 
in connection with the sale of life in- 
surance requires that life insurance 
agents be as well informed as possible 
about legal matters that have a particu- 
lar bearing on life insurance. The agent 
should be cautioned not to give legal 
advice to clients on the basis of these 
bulletins, but to use them for his own 
edification. Any discussion with clients 
of underlying legal principles should 
always be made subject to confirmation 
by the client’s counsel. 


B. Specimen Legal Documents. 


Home office counsel may properly 
prepare legal documents to which the 
insurance company is a party — for 
example, settlement provisions under 
one of the options in the insurance 
policy. However, preparation of legal 
documents to which the insurance com- 
pany is not a party and that are con- 
cerned with the purchase of life insur- 
ance in a particular case or the dis- 
position of insurance proceeds of a par- 
ticular policy after the proceeds have 
been paid out by the company are not, 
in the opinion of the Conference, with- 
in the proper sphere of a home office 
counsel’s operations. 


The Conference believes that the 
company may furnish the insurance 
agent with specimen legal documents 
that are related to the purchase of life 
insurance or the disposition of insurance 
proceeds. The agent should be informed 
that these specimen legal documents are 
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prepared and disseminated for reference 
by the client’s own counsel in drafting 
the particular document. Specimen do- 
cuments furnished an agent should 
clearly indicate that they are sample 
forms and that the client’s own counsel 
should be consulted. The legal document 
which is to be executed must be drawn 
by the client’s own counsel. 


2. FURNISHING AN AGENT, ON THE 
REQUEST OF THE AGENT, LEGAL IN- 
FORMATION IN REGARD TO A SPECIFIC 
SITUATION. 


The inquiries which an agent may 
address to home office counsel which 
can only be answered by giving the 
agent legal information may relate to 
a wide variety of situations. The approp- 
riateness of the home office counsel 
answering the inquiry and the form 
which an answer should take when an 
answer is appropriate depend on the 
particular inquiry. 


A. Inquiry relating to a provision 
in a policy. 


The home office counsel should read- 
ily give an interpretation of the mean- 
ing of any language in an existing or 
specimen insurance policy. Such inter- 
pretation can be incorporated in a letter 
sent to the agent and the agent should 
be free to show such a letter to a client 
or to give the client a copy of such a 
letter. 


If the inquiry from the agent regard- 
ing a provision in the policy involves 
the legal consequences of a particular 
provision, such as whether the settlement 
provision qualifies for the marital de- 
duction under the Federal estate tax law, 
the Conference believes that it is approp- 
riate for the home office counsel to ex- 
press to the agent his opinion with the 
suggestion that this be confirmed by 
client’s counsel. 


B. Inquiry relating to provisions 
of legal documents other than the 
policy of insurance. 


If an inquiry from an agent relates 
to the meaning of a legal document for 
the purpose of determining whether the 
purchase of insurance of a certain type 
is authorized, the Conference believes 
that the home office counsel may prop- 
erly advise the agent whether the in- 
surance company will consider an appli- 
cation for insurance under such legal 
document, whether it will accept a pre- 
mium payment, and its reasons. 


If the inquiry from the agent refers 
to the tax consequences of a particular 
legal document in so far as the life in- 
surance is concerned, the Conference 
believes that it is appropriate for home 
office counsel to express his opinion to 
the agent provided home office counsel 
states that his opinion should be con- 
firmed by client’s counsel. 


C. Participation of home office 
counsel in sales interview with agent 
and counsel. 


The Conference believes that when 
home office counsel is asked to partici- 
pate in a sales interview with an agent 
and a client, the home office counsel 
should strongly urge that the client’s 
counsel be present, both for the benefit 
of the client and home office counsel. 
The presence of home office counsel in 
such an interview will inevitably lead 
to the discussion of legal questions 
which the client might reasonably be 
expected to rely on in the planning of 
his affairs. 


D. Inquiry seeking suggestion for 
a particular estate plan. 


If the inquiry from the agent seeks 
specific suggestions which might be 
made to a client so that he will have 
an intelligent estate plan, the Confer- 
ence believes that the home office coun- 
sel should confine his opinion to the 
aspects of the plan as it relates to in- 
surance, with the recommendation that 
the client see his attorney for the formu- 
lation of the over-all estate plan. 


3. FURNISHING A PERSON WHO Is 
ALREADY INSURED OR A PERSON WHO 
Is A PROSPECTIVE CLIENT FOR INSUR- 
ANCE, ON THE REQUEST OF SUCH PER- 
SON, LEGAL ADVICE IN REGARD TO A 
SPECIFIC SITUATION. 


When a specific inquiry is made by 
an insured or a prospective insured on 
a legal problem relating to his existing 
or contemplated insurance, the Confer- 
ence believes that it is within the prov- 
ince of home office counsel to answer 
the inquiry, but that it is clearly im- 
proper for it to render legal advice on 
noninsurance subjects. 

4. INQUIRY FROM CLIENT'S COUN- 
SEL. 


The Conference believes that the home 
office counsel should encourage the 
agent, insured, or prospective insured 
to have the client’s counsel direct in- 
quiries to home office counsel. 
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Brokers Forum Sponsored 
by Bank 


A Brokers Forum, designed to ex- 
plore and exploit the various fields of 
insurance planning and selling which 
heretofore have been neglected or un- 
known, was conducted recently by Gor- 
don S. Miller, general agent, Massachu- 
setts Mutual Life Insurance Co. in Phila- 
delphia. The Forum, held with the co- 
operation of the Fidelity-Philadelphia 
Trust Co., represents perhaps the first 
time that the general insurance ‘agents 
fraternity and a_ banking institution 
have collaborated to stimulate sales and 
planning activity in the insurance field. 


Chester O. Fisher, vice president of 
the insurance company, presided at the 
two-day, forum which attracted more 
than 100 agents from the Greater Phil- 
adelphia area. Howard C. Petersen, 
president of the trust company, wel- 
comed the agents. 


The forum brought into sharp focus 
the many avenues open for mutual co- 
operation between agents and bankers 
in the discovery and development of 
new business. Many potential sales 
sources were pointed out by Frederick 
G. Rogers, assistant secretary of the 
trust company, in his talk, “Insurance 
Sales Through Estate Planning.” 


The problem of prospecting for life 
insurance by the general insurance 
brokers was discussed by Jack Dwight, 
Supervisor of the Miller Agency, while 
Graham French, noted attorney and 
business insurance consultant, discussed 
“Business Insurance — Key Sales 
Points.” Mr. Miller analyzed executive 
pay plans and offered thought provok- 
ing concepts of pay plans for the junior 
executive and a fresh approach to tax 
saving ideas. 


Other speakers during the two-day 
forum were James M. Stephens, man- 
ager of the insurance company’s Pension 
Planning Department, who discussed 
“The Ease of Getting Into Selling Pen- 
sions;” Hubert Horan who talked of 
“Fidelity’s Premium Payment Plan for 
Brokers;” and William P. Dallas, Dis- 
trict Group Manager of Massachusetts 
Mutual. 


Mr. Miller expressed the intention of 
conducting a forum at regular intervals 
during the year, believing that the ser- 
Vices offered by insurance companies 
and banking institutions are so closely 
allied that continued mutual cooperation 
would be to the best interest not only 
of general agents and bankers but the 
community as well. 
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Howard C. Petersen, president, Fidelity- 
Philadelphia Trust Co., is shown welcoming 
Chester O. Fisher, vice president, Massa- 
chusetts Mutual Life Insurance Co., at the 
opening of the first Brokers Forum for 
general agents which was held at Fidelity. 
Gordon S. Miller, Massachusetts Mutual 
General Agent in Philadelphia, who spon- 
sored the show, looks on. 


Trust Council Activities 


January monthly meetings of Life In- 
surance and Trust and Estate Planning 
Councils, as reported to T.&E., were as 
follows: 


Chicago — 19th: George J. Laikin of 
Milwaukee — who is Wisconsin legal 
editor for T.&E. — spoke on “Joint Ten- 
ancy — A Review and Reappraisal.” 


Philadelphia — 28th: Joseph B. Rob- 
erts, vice president and senior loaning 
officer of Tradesmens Land Title Bank 
and Trust Co., discussed life insurance 
problems from a loaning officer’s point 
of view. 


Chattanooga — 20th: Harry R. 
Schultz past president of the Chicago 
C.L.U.’s and Association of Life Under- 


writers, was the featured speaker. 


El Paso — 19th: The difficulties of 
underwriting jumbo policies ($50,000 
up) were described by Earl Leininger, 
assistant manager of the local office of 
Prudential Life Insurance Co. 


BACK ISSUES WANTED: 


Two dollars each will be paid for 
following issues of TRUST COM- 
PANIES Magazine: 


1906: Oct., Nov., Dec. 


Jan., Feb., Apr., May, June, 
Aug., Sept., Nov. 


1907: 


1912: Jan., June, Oct. 
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New Manual for Public 
Relations for Bar Associations- 


Banks Credited 


A new edition of “Public Relations 
for Bar Associations,” (227 pp.) im- 
proved and expanded over the first and 
highly popular volume, has been pub- 
lished by the Standing Committee on 
Public Relations of the American Bar 
Association. The present volume con- 
tains not only samples of methods and 
materials, but also advice regarding a 
coordinated plan for effective presenta- 
tion. It acknowledges the value of in- 
dependent experiment by local bar asso- 
ciations, from which most of its ma- 
terial is drawn. It seeks to correlate the 
various ideas, and to assist in provid- 
ing the strength and dignity of a well 
thought out Plan, but it commendably 
avoids trying “to dictate rigid form- 
ulae.” 


The book covers public relations 
activities through the press, speakers’ 
bureaus, radio, television, motion pic- 
tures and printed material. It describes 
contests and meetings, and gives ex- 
amples of: effective programs at city, 
county and state levels. It provides im- 
portant warnings, and for the conveni- 
ence of the reader contains a topical 
index and blank pages for individual 
memoranda. 


Under the section on “Securing Co- 
operation of Allied Interests,” tribute is 
paid to “many companies throughout 
the nation for their generous coopera- 
tion,” particularly banks, trust com- 
panies, title and insurance companies. 
The pages of sample advertisements 
accompanying this section include selec- 
tions from Bank of America N.T.&S.A., 
San Francisco; Union Title Insurance 
& Trust Co., San Diego; Guaranty Trust 
Co., New York; Old Colony Trust Co., 
Boston; Liberty National Bank & Trust 
Co., Savannah; Union Trust Co., Ro- 
chester; Philadelphia National Bank; 
Industrial Trust Co. and Rhode Island 
Hospital Trust Co., Providence; First 
National Bank, Grand Forks, N. D.; 
Continental Illinois National Bank & 
Trust Co., Chicago; Commerce Union 
Bank, Nashville; and Wood County Na- 
tional Bank, Wisconsin Rapids. 


This is a well set up book, readable, 
practical, and of permanent value to 
those interested in maintaining good 
public relations with the Bar as well as 
to attorneys themselves. 

A A A 

Bank of Bermuda, Ltd., Hamilton, re- 
ported 1953 Trust Department income 
of £35,249, as compared with £33,853 in 
1952. 
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Part of the Big Picture 


Banks and bankers traditionally 
have been relied upon to see the 
big picture of the nation’s economic 
health and welfare—to perceive and 
foster those practices which lead 

to a sound economy. Property 
insurance enters this picture 
because it is the prime protector of 
financial stability against disaster. 


The Home, in its national advertising, 
is attempting to give the public a 
better understanding of the 
many-faceted services provided by 
insurance and insurance agents. 


The latest advertisement in this series 

deals with farm insurance and will ae pe E H OM E a 
be of particular interest to rural 

banks concerned with maintaining (Srsurance Company 
the healthy financial position of Home Office: 59 Maiden Lane, New York 8, N.Y. 


their farming and ranching customers. FIRE - AUTOMOBILE + MARINE 
The Home Indemnity Company, an affiliate, writes 
Casualty Insurance, Fidelity and Surety Bonds 
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Meet your HOMEtown Insurance Agent 


HOW TO GROW...IN A BUSINESSLIKE WAY 


Crops don’t just grow like Topsy—not any more. 

Today’s farmer is a real businessman—a combination 

weatherman, mechanic and accountant as well as a 

master of agriculture or animal husbandry. Even 

so, he faces the hazards of fire and hail that 

could wipe out his year’s work—except that he is Are you in this picture? 
protected by insurance. That’s why farmers and How long since you have had an expert 
Home Insurance agents work hand-in-hand— partners fasshineeanti pede: Bvee § gs? 


in protection and production. Better do it soon—you'll be surprised 
P. S.—those agen ‘armer’s lan e, too. at the total value of your possessions, 
S.—those agents talk the farmer’s guage, and how little it costs to have full 


That’s why they make such a fine team. protection for them. 


xx Your HOMEtown Agent can serve you well—see him now! 


Fusurance Company 


Home Office: 59 Maiden Lane, New York 8, N. Y. 
FIRE +* AUTOMOBILE + #£=MARINE 


This ad will appear in full color, full The Home Indemnity Company, an affiliate, writes 
Casualty Insurance, Fidelity and Surety Bonds 


page size in the April issues of: 
SLIICCESS Serer g insurance protector of American homes and the homes of American industry. 
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When the Whistle Blows 


Three Stages of Game for Underwriter-Trustman Collaboration 


ROBERT C. GILMORE, JR. 


Bridgeport, Conn., President, National Association of Life Underwriters 


odic examination of the Statement 
of Guiding Principles and of the validity 
of the cooperation of our two organi- 
zations. Such an examination, today, 
discloses that we are still on the firmest 
possible ground, not competitors in any 
conceivable way, but cooperating whole- 
heartedly in our efforts to better serve 
the American public. By such continual 
cooperation, we have not only defined 
our independent areas of activity, but 
we have unified trust and life insurance 
services and built a relationship which 
will be strengthened in the years ahead. 


| ) ACH OF US SHOULD CONDUCT A PERI- 


I feel confident that you do not 
expect me to deliver a message com- 
posed of platitudes about our coopera- 
tive activities. I intend to talk about the 
three times a whistle may blow other 
than at the beginning and end of a 
game, and at least stimulate some 
objective thinking about a few of the 
problems that still confront both our 
businesses. 


(Referee’s whistle blows off-stage.) 


Time Out — or Lost 


The whistle blows when time out is 


called. 


In spite of every effort by my asso- 
ciation for 65 years, our own field of 
life insurance unfortunately still has 
practices that need correction, so I have 
no intention of pointing criticism in 
your direction! But if the whistle blows 
for a time out, the simplest analogy to 
our two lines of endeavor lies in the 
fact that time is out for those many 
men and women who need our services 
in estate creation, conservation and dis- 
tribution. Think of those cases where, 
because of delay on the part of our 
clients, their objectives are not reduced 
to the point where they can be effectively 
carried out. No matter how we disguise 
the fact, we are all salesmen. I believe 
we should be proud of that fact. We 
should sell with knowledge and author- 


From address before Mid-Winter Trust Confer- 
ence, Feb. 9, 1954. 
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ity and with professional aptitude for 
our services, but it is our joint task to 
stimulate into action those people who 
for one reason or another have called 
“time out” before accomplishing their 
objectives. 


There are other times when a whistle 
blows for a time out that have no rela- 
tion to the procrastination inherent in 
people. The life underwriter can make 
that whistle blow for a time out when, 
through inexperience or unsound under- 
writing, he delays delivery of needed 
life insurance, fails in his evaluation of 
the need or complicates the applicant’s 
position by acting without thorough 
consideration of all the surrounding 
factors. The trust officer, attorney and 
accountant can, for one reason or an- 
other, cause the time out whistle to 
blow. I believe that we have the respon- 
sibility between trust officers, life in- 
surance agents, and attorneys, on the 
part of whichever one of us first sharp- 
ens the perceptions of a client, to recom- 
mend for that client’s use (of course 
assuming that he has no natural con- 
tact) a selection of individuals from 
each of the other fields whom we know 
can competently discharge their part of 
the job. 


(Referee’s whistle blows off-stage.) 


Infraction of Unwritten Rules 


The whistle blows to make the ball 
dead. In the field of sports, this occurs 
most frequently for an infraction of 
established rules, and I doubt if it is 
any different within our own fields of 
activity. Trust officers and life insur- 
ance men very largely conform to the 
established regulations. Our infractions 
are not so much of the written rules or 
guides to conduct as they are of those 
that are unwritten but clearly implied. 
Our joint Statement of Guiding Princi- 
ples is explicitly clear, for example, in 
outlining when the life insurance trust 
is the preferred method of settlement as 
against the use of policy options in 
four special situations. Nevertheless be- 


hind this written declaration lies the 
matter of our basic honesty in arriving 
at a choice. Does it actually serve our 
client’s best interests, or does it simply 
serve him well and us best? Whichever 
course of action we recommend, we 
must be guided by strong principles, 
based solely on a consideration of a 
client’s welfare. 


In life underwriting, for another in- 
stance, we have taken a strong stand 
against bank loan business; — that is 
to say, against new life insurance pur- 
chased largely for tax considerations on 
which the premiums are never paid by 
the policyholder, but by maximum loans 
from a bank. There may admittedly he 
certain situations where such a course 
of action could be recommended and 
justified, but they clearly do not parallel 
the tremendous volume of life insurance 
that has been written in this fashion. 
While we are exerting every effort to 
curtail this practice and while the life 
insurance agent who abuses it is in 
reality the guilty party, all too often 
some bank official is at least an access- 
ory to the act. 


Let me turn to one other sphere of 
our joint operations. Business life in- 
surance and business life insurance 
trusts have become an important field 
of operation for us both. It is only 
natural that the American business man, 
since he deals initially and constantly 
with bankers, should turn to you for 
guidance on many business problems 
and I am fearful that we all too often 
avoid our basic responsibilities to our 
local businesses. It is your job, just as 
much as it is mine as a life underwriter, 
not only to preserve the economy of our 
individual communities, but to protect 
and preserve the integrity of our local 
employers of labor. I cannot conceive 
how a going business can properly pre- 
serve such business integrity without 
using life insurance in virtually every 
instance, and you should have the cour- 
age to say so. Your own bank can only 
prosper as your community prospers 
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and any disruption of a profitable busi- 
ness in your locality which would place 
an economic burden on your towns is 
at least partially your responsibility, 
just as it is ours. 


Such a responsibility exists, too, in 
the case of the individual estate plan. 
The most outstanding life insurance 
men I know strongly recommend that 
their clients consider the diversity 
aflorded by investments other than life 
insurance once the life insurance in that 
estate is adequate to serve its purpose. 
Conversely, while the recommendation 
to invest in equities admittedly has a 
popular appeal to a mass market, it is 
often done without agreement on the 
hasic life insurance needs in the estate. 
Just how much risk capital do you 
believe your clients should employ? 
Have you made absolutely certain, by 
thorough check with your client’s life 
insurance agent, that the risk will not 
ultimately be shared by you, as execu- 
tors or trustees, by your community 
and, most important, by your client’s 
dependents ? 


I believe I can also challenge the 
average career life underwriter through- 
out the country to examine, more than 
just casually, his policyholders’ needs 
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for trust department services. The good 
life insurance agent is in possession of 
many intimate facts about his client, 
ranging from data on earnings to 
morals. Have we underwriters made 
absolutely sure that flexibility and se- 
curity — two usually diverse elements, 
outstandingly united by a trust instru- 
ment — are part of our considered 
planning in every case? Caution should 
very properly be exercised regarding 
the risk of capital for the client, but 
it must also guide us in weighing the 
risk of income to beneficiaries. 


(Referee’s whistle blews off-stage.) 
Play Ball 


The last whistle blows to make the 
ball ready for play again, and we are 
ready. We must only answer the ques- 
tion, “What makes us function?” In 
the first instance only one thing makes 
us function, and that is the creation of 
property. Let us not lose sight of the 
truism that you have nothing to deal 
with unless property is first created. No 
property save life insurance is so easily, 
effectively and completely created with 
absolute security. As chief advisors on 
property creation, take a new look at 
life insurance for your clients. Regard- 
less of whatever other property they 


Slate Street Crust Company 


BOSTON, MASS. 


welcomes opportunities to put its long years 
of experience in the New England banking 
and trust field at the service of those 
who need co-operation in this area. 


MAIN OFFICE: STATE & CONGRESS STS. 


Member Federal Reserve System 


Member Federal Deposit Insurance Corporation 





should possibly create over the years, 
adequate life insurance is essential. 


Even in these complex times and with 
increasing complexities in the tax field, 
the conservation and distribution of es- 
tates is in sound hands. The American 
public needs the creation of sound 
property as never before in its history. 
By your service to them will you be 
judged centuries from now when, truly, 
the final whistle will blow. 

(Referee’s whistle blows off-stage.) 


A AA 


Third Rutgers Tax Institute 


Federal taxes affecting trusts and 
estates was an important section of Rut- 
gers University School of Law’s Third 
Annual Tax Institute held on February 
13 in Newark, N. J., under the chair- 
manship of Sydney A. Gutkin, co-author 
of “Estate Tax Handbook” and Rutgers 
professor. 


Albert Mannheimer of New York dis- 
cussed “Elements of Proper Estate Plan- 
ning.” Henry Cassorte Smith, also of 
New York, considered “Trusts and Fed- 
eral Taxation.” Bertram Hartnett, co- 
author of “Federal Taxation of Life 
Insurance,” spoke on “Tax Aspects of 
Life Insurance.” 
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HATEVER THE ATTITUDE TOWARD 
ileal of business interests 
for estate and trust management, the 
increasing frequency with which such 
assets are found in estates demands in- 
tensive study of the subject by trustees. 
This keynote was sounded by Joseph W. 
White, vice president of Mercantile Trust 
Co., St. Louis, presiding over a panel 
at the American Bankers Association 
Mid-Winter Trust Conference, February 
8th. Trust institutions, through adver- 
tising and forums, should stress to busi- 
nessmen the importance of adequate 
planning for their business assets in the 
over-all estate plan, Mr. White remarked. 
The contemplated trustee should be con- 
sulted in advance and thereafter kept 
posted as to developments in the busi- 
ness. 























Banks should formulate a policy on 
acceptance of business interests, which 










ECAUSE A BUSINESS INTEREST IS THE 
B antithesis of a recognized trust in- 
vestment with stability of income and 
principal, careful planning is essential 
before such an interest should be ac- 
cepted in an estate. The decision rests 
on three questions: What the fiduciary 
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HANDLING BUSINESSES IN TRUST 


Trust Conference Panel Discusses Four Phases 


should be publicized with a statement 
of the conditions under which they will 
operate. In adopting such a policy, the 
institution must recognize the risks of 
conflicting interests as trustee and as a 
commercial bank with credit extended 
to the business. Trustees, Mr. White 
said, are held strictly accountable for 
self-dealing, quoting Justice Cardozo’s 
famous passage in Meinhard v. Salmon, 
249 N. Y. 458. The cases have approved 
the loan of money from a bank to the 
business which it is operating as trustee, 
if it is reasonably necessary for the 
conduct of the enterprise and especially 
if the institution had already been doing 
business with it. Nevertheless there is 
always an element of risk to be guarded 
against, Mr. White concluded before in- 
troducing the panel members, whose 
remarks are condensed in the following 


pages. 


PLANNING BEFORE ACCEPTANCE 


CLARENCE D. COWDERY 


+ 
4 


Vice President, Boatmen’s National Bank, St. Louis 


is asked to do, what it can do and what 
it will do. 

The trustee has a duty to carry out 
the purposes of the trust. Through a 
conference with the testator the trustee 
can obtain the clearest understanding of 
such purposes. A review of the applic- 


able law will indicate what the trustee 
can do and be suggestive of provisions 
to include in the instrument. 


The basic requirement is express 
authorization in the document to oper- 
ate the business. This should take the 
form of a discretionary power rather 
than a mandate to continue. Other spe- 
cific questions to be covered are: right 
of trustee to elect one of its officers or 
employees as an officer or director of 
the corporation, and if so his right to 
compensation, payable by the trust or 
the business; use or pledge of trust 
assets (other than those of the business) 
for the benefit of the business; extension 
of powers to any successor fiduciary; 
adequate compensation for the trustee. 


As to the continuation of the business, 
the following factors are germane: de- 
gree of dependence of business on the 
estate owner; existence of a capable 
organization and personnel in the en- 
terprise; desire of the beneficiaries to 
retain it; ability of the beneficiaries to 
participate in the business; proportion 
of the trust represented by the business; 
position of the latter in its industry and 
acceptability of its products; degree of 
speculative risk involved; need to liqui- 
date part or all of the business to pay 
taxes; probable period of years before 
termination of trust; and amount of 
earnings reasonably to be expected. 


Where it is impractical to continue 
the business, a buy-sell agreement would 
prove helpful and here the trust officer 
can suggest appropriate terms. 


Panel On “Handling 
Businesses in Trust’’ 


Left to right: Joseph W. White, 
vice president, Mercantile Trust Co., 
St. Louis, leader; Clarence D. Cow- 
dery, vice president, The Boatmen’s 
National Bank of St. Louis; Joseph 
Trachtman, Trachtman and Wolf, 
New York, who is adjunct professor 
of law, New York University School 
of Law; Arthur B. Pfleiderer, vice 
president, Detroit Trust Co., Detroit; 
and Aurie I. Johnson, vice president, 
First Trust & Deposit Co., Syracuse. 
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Other considerations determining the 
acceptance or not of a business interest 
include: ability of the bank to provide 
management; its willingness to accept 
management; possibility of conflict of 
interests in relations with the business; 
possibility that other business relations 
— either with this company or other 
customers of the bank — may be 


affected. 


In all dealings, the trustee’s primary 
responsibility is to be true to the trust. 
What the trustee will do rests with 
management at its highest level. 
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LEGAL ASPECTS 


JOSEPH TRACHTMAN 
Member of the New York Bar 
Adjunct Professor of Law, New York University School of Law 


FIDUCIARY HAS NO POWER, MERELY 

by virtue of his office, to retain an 
unincorporated business. Nor is a gen- 
eral power to retain investments always 
sufficient to authorize retention of the 
stock of a close corporation. 


Statutes authorizing a court to grant 
orders to continue a business are gen- 
erally confined to executors, admini- 
strators and guardians and, moreover, 
are designed for short-term application 
only. It should be remembered that even 
an order of court will not protect the 
fiduciary unless the court had the power 
to issue it. A court can construe the will 
as to the existence of the power but it 
cannot create it. The real function of 
these statutes is to give jurisdiction to 
the court to grant the limited kind of 
power provided by the statutes. 


On the assumption that there is a 
power to retain, a number of tests must 
be considered in determining whether 
it is prudent to retain: the business 
should have tangible assets and produce 
enough income to pay dividends; it 
should not be dependent upon the good 
will of one man; if its location is a 
material factor, ownership or a favor- 
able lease of the property is essential; 
does the business depend upon a patent 
or a fad; is there a captive market or 
a monopoly? 


In considering the duration of the 
power to be granted, it is necessary to 
ascertain the purpose of the retention: 
merely until a favorable sale can be 
effected, or for an indefinite term, or 
until a young son reaches maturity? 
Also, one should be sure that the power 
passed to a successor fiduciary. 


A power to change the form of the 
business (e.g. from unincorporated to 
incorporated) is usually desirable. In 
that case, the question as to whether 
subsequent exercises are permissible 
should be settled in the instrument. 
Likewise permission to change the na- 
ture of the business (e.g. from handker- 
chiefs to tissues) may be important, as 
would be powers to merge or recapital- 
ize or put in new money. 


Where there is a mandatory direction 
to retain the business, the trustee may 
be guilty of a breach of trust if, because 


of changed circumstances, continuation 
becomes hazardous and it fails to seek 
court relief from the direction. 


If the will or trust agreement directs 
the employment of a named individual, 
the question is whether the owner in. 
tended to confer a benefit upon him as 
an income beneficiary or merely a di- 
rection in aid of the managerial power, 
On the analogy that a direction to re. 
tain a named attorney is not binding, 
the fiduciary should not be compelled 
to follow the direction unless it was to 
confer a benefit. 


As to management, theoretically a 
trustee has no control over the internal 
affairs of a corporation other than 
through election of the board. However, 
there is a trend toward cutting through 
the corporate entity, at least where the 
trustee owns all or almost all the out- 
standing stock. Its duty in selecting di- 
rectors depends upon the kind of board 
already functioning. If the owner was 
the real mainspring and the other di- 
rectors “dummies,” then the trustee 
should elect a new board. If there is an 
active board already, the trustee may 
be guilty of a breach of trust if it 
brings in new and untried hands. The 
duty of management is satisfied when 
a board has been carefully chosen, but 
there is a continuing responsibility to 
oversee. 


On compensation it has been held that 
an officer or employee of the trustee — 
or a co-trustee—is not entitled to salary 
as an officer on the ground that the 
trustee’s fee covers such service and, 
moreover, there would otherwise be 
raised a question of divided loyalty. 
Other cases have allowed compensation 
to an individual co-trustee where he 
had previously served the corporation 
in a similar capacity. 


A liability lurks in the situation 
where a co-trustee owns individually an 
amount of shares in the business which, 


‘ together with his holdings as fiduciary, 


give him control. In such case, not 
only is he guilty of a breach of trust if 
he exercises such control other than 
for the benefit of the trust, but the 
corporate trustee is accountable if it 
acquiesces in the action or fails to re 
dress it in time. 
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WHEN THE FIDUCIARY TAKES OVER 


ARTHUR B. PFLEIDERER 


Vice President, Detroit Trust Company 


E ONLY DO A TRUST BUSINESS AND 
W:. not affiliated with any bank. 
Year in and year out we have about 35 
to 40 businesses in our estates in which 
we either have control or working con- 
trol. We sell out or distribute each year 
about as many as come in. Our oldest 
trust, which controls two businesses, 
came in in 1933. 


If we are to effectively service our 
community and its people, we must be 
prepared to accept estates holding busi- 
ness interests. Our new business men 
represent that we are competent to 
handle estates of this kind. We assist 
testators and their attorneys to plan 
their estates accordingly. We suggest 
that the executors and trustees be given 
full discretion as to the continuance or 
disposition of the business. We tell the 
testator he cannot expect us to do what 
he has failed to do — namely to provide 
more competent management, and if we 
find wholly incompetent management in 
his company at his death we will sell 
his business as quickly as possible, but 
if he leaves competent management we 
will carry on so long as the business is 
successful, profitable and a useful pur- 
pose can be served by keeping it. 


We do attempt to minimize the num- 
ber of businesses coming into our trusts 
by advocating buy-sell agreements, 
either with or without insurance. Like- 
wise, we try to avoid top-heaviness in 
the estate by suggesting the possibility 
of disposition of the business or a sub- 
stantial interest in it. We particularly 
urge that provision be made for the dis- 
position of a minority interest. We ex- 
plain Section 115(g) (3) of the Revenue 
Code and the possibilities of its use. 


Businesses in our estates are referred 
to me or my assistant, and the depart- 
ment which I head then assumes respon- 
sibility for continuance as an estate 
asset or for its sale as the case may be. 
At all times we maintain the closest 
possible liaison with the trust officer 
having charge of the estate. 


No Fixed Rules 


We believe it is impossible to work 
out a hard and fast formula to operate 
these assets. Likewise, we believe a pre- 
determined time table, under which the 


FEBRUARY 1954 


various steps are to be taken, is un- 
workable. Insofar as there is a pattern 
of operation, it is roughly this: first, 
the trust officer advises us of the estate’s 
interest in the business and other perti- 
nent information. We review the will 
with the trust officer and determine the 
powers of the executors and the trustees. 
If we are named as administrator, we 
ask the probate court immediately for 
authority to continue a sole proprietor- 
ship business or a partnership business. 
In our state we have a favorable statute 
which enables fiduciaries to continue as 
a partner in a business or to operate 
a sole proprietorship. 


We determine the cash requirements 
of the estate as quickly and accurately 
as possible. We ask the trust officer to 
secure financial statements of the busi- 
ness enterprise which will be necessary 
for estate appraisal purposes. We then 
analyze this information. Then we ask 
the trust officer to arrange a meeting 
with the heirs to discuss their attitude 
with respect to the business and its con- 
duct. If some of the family are in the 
management, we seek frank expressions 
from the various members toward the 


management, and whether they think the 


business should be continued. 


If the corporate trustee is asked to 
assume responsibility, or feels that it 
must assume responsibility in the 
matter, we then arrange an interview 
with the management on the premises. 
At this time we make a thorough inspec- 
tion of the business premises, sometimes 
embarrassing to management. We spend 
most of our time with the chief execu- 
tive officer, a little with the treasurer, 
production manager and sales manager 
or merchandise manager. We leave no 
doubt whatsoever in the mind of the 
chief executive that we are looking to 
him for the management and direction 
of the business. 


We also interview the certified public 
accountant making the annual audits of 
the business, to make sure adequate in- 
ternal controls over cash, inventories 
and accounts receivable exist. When 
there is no certified public accountant 
(as in a surprisingly large number of 
smaller firms) we ourselves make an 


examination of the books, records and 
procedures. At the same time we make 
sure the insurance program is adequate. 


When Sale is Indicated 


If, as a result of the above, it is quite 
obvious that the executors should get 
out of the business at the earliest pos- 
sible moment, we ask the trust officer to 
arrange another meeting, at which we 
try to sell our conclusions. If we have 
sold well, we quietly set in motion the 
steps necessary to make an effective sale. 
If we can’t sell the idea at first we come 
back again and again and somehow we 
have always gotten our point across in 
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in Missouri 


The St. Louis Union Trust 
Company engages only in the 
trust business. It does no bank- 
ing business. It accepts no depos- 
its subject to check, It is the 
largest stockholder of the First 
National Bank in St. Louis, 
with which it is affiliated. It is 
the oldest trust company in 
Missouri. 


It administers a large volume of 
trust business and operates on 
the efficient ‘“‘staff and line” 
plan. Every estate and trust re- 
ceives the personal attention of 
the administrative or “line’’ 
officer to whom it is assigned. 
These officers are backed up by 
staff departments, such as our 
investment analysis and re- 
search departments, two separate 
tax departments, real estate de- 
partment, close corporation 
department, etc. 


We suggest consideration of our 
Company for ancillary service 
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dations are to be made to people 
moving from other states to 
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time. Some of the obvious situations re- 
quiring early sale in our experience are 
(1) a wholly incompetent management. 
We do not attempt to find a completely 
new management. The risks are just too 
great. If there are no employees of 
management caliber on the staff, we sell. 
We take a dim view of being able to 
find competent management who would 
aceept the job knowing an estate is in 
control and the business may be sold 
at any time. (2) A quarreling manage- 
ment. (3) A lack of cash. We never 
have put new estate cash into a busi- 
ness enterprise and doubt if we would 
ever do so. In other words, the busi- 
ness must be capable of generating its 
own cash through loans or earnings. 
(4) A company whose end product 
must be completely redesigned to meet 
competition. (5) A company whose ma- 
chinery and equipment is so old that 
it can no longer compete effectively. 


We do dress up the business for sale, 
not to fool the buyer, but to get the best 
price possible. Usually one of the first 
things to do is to have a good house- 
cleaning. If it is a merchandising busi- 
ness, we try to put on a clearance sale 
of over-age merchandise, we feel we 
can realize more for the estate this way 
and still have a more attractive store to 
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sell. If it is a metal working plant, we 
sell out unused, obsolete machines and 
clean up good ones, we stimulate sales 
as much as possible with the sales or- 
ganization which we have at hand. 


When We Continue to Hold 
If the business should be held, we 


report this conclusion to the administra- 
tive officer of the estate. We have a 
meeting with the estate beneficiaries, at 
which we offer our assistance. In most 
instances we are invited to serve on the 
board of directors. We do not necessar- 
ily accept. If the estate is adequately 
represented on the board by competent 
persons each making a real contribu- 
tion to the company’s success, we de- 
cline to go on the board. We have con- 
sistently declined to go on the board 
of directors of banks in the smaller 
outstate communities, these banks are 
examined periodically by governmental 
authorities and discretionary authority 
is quite restricted by law. We do re- 
quest the bank examiners reports be 
made available to us. Bank directorships 
are looked upon as a position of honor 
in most small communities and we feel 
it is far more important to the bank 
and the estate that this position should 
be passed on to a local community 
leader. If we are not invited and believe 
we should go on the board, we ask to 
have representation. We have never 
found it necessary to load the board 
with our own representatives, but if we 
should, we would not hesitate to do so. 


We do not accept an official position. 
The reasons are: (1) If we decide to 
sell, it isn’t worthwhile. (2) If we decide 
to hold, we are most interested in a 
good management and one way to get 
it is to give authority and expect results. 


Whatever position we take with re- 
spect to the operation of the business, 
we do not throw our weight around. We 
make no recommendations to manage- 
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ment until we are sure that they are 
sound and should be adopted. We 
always make them as suggestions, rather 
than as directives. We do not change 
certified public accountants or insur. 
ance agents if they are competent. If 
changes are necessary, we sell the idea, 
We do not hire personnel; we do not 
tolerate stool pigeons. But we do do 
everything possible to establish and 
maintain the esprit de corps of every. 
one in management — this is most im- 
portant. 


Merchants and manufacturers alike 
hold bankers in low esteem as to their 
capabilities in the operation of their 
business. We are not crusaders to 
change their opinions of bankers. All 
we want is a successful operation. It has 
been our experience that competitors 
do not speak kindly of a business, the 
control of which is in the hands of a 
bank or trust company. We find imme- 
diately there is rumor upon rumor that 
the business is for sale, or that the 
business is going to be liquidated, or 
that one of the heirs is going to come 
in to take over. 


At this point it is most important that 
management’s thinking be right. In 
order to maintain esprit de corps, we 
insist that everything be taken up 
through channels and define these chan- 
nels as clearly as possible to eliminate 
misunderstanding. Where management 
is competent we try, when possible, to 
give them assurance that they can have 
the first chance to purchase the business 
if it is ultimately sold. We go out of 
our way to help management work out 
a purchase plan which will be satisfac- 
tory to the executors and to the trustees. 
Wherever possible, we effect promotions 
among the present employees. Wherever 
wage adjustments are justified, we try 
to effect these adjustments at once. 
Although it is not a universal practice 
with us, we have installed incentive 
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plans for management and in all cases 
we have found them remarkably effec- 
tive. 


Finding a Purchaser 


If it is decided to sell the business, 
we hunt buyers with a rifle and not a 
shotgun. Because it is known that we 
have businesses for sale, many buyers 
are referred to us. Experience teaches 
you where to go to find a prospect. 
When we get a prospect, we qualify 
him thoroughly before we give him any 
information. Does he want to buy this 
type of business, what has been his 
experience, does he have the money 
necessary, or does he have an angle 
and if so who is he? If all this checks 
out, we have a basis to proceed, if 
not, we drop our alleged prospect then 
and there. 


It has been our almost universal ex- 
perience that once it becomes gener- 
ally known that a business is for sale, 
the business is in trouble with its com- 


petitors, suppliers, personnel and cus- 
tomers. If you want to knock down the 
price of a business, just start peddling 
it. 

We believe that if common ordinary 
horse sense is applied to any given busi- 
ness situation, the trustee’s actions are 
defensible and the risks are not substan- 
tially greater than those assumed by an 
executor or trustee in the management 
of an estate which has a variety of 
assets. We also believe that such risks 
as do exist can definitely be minimized 
by assigning the responsibility for busi- 
ness assets to one or more specialists in 
the institution, who, over a period of 
time, will develop a degree of experi- 
ence out of the multiplicity of situations 
which will be helpful in the expeditious 
administration of the estate, reduction 
of operating costs, and avoidance of 
pitfalls which a less experienced admin- 
istrator would not recognize, or recog- 
nizing them would not know how to 
handle. 


“EXTRA” COMPENSATION 
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ELATIVELY LITTLE IS NOW DONE TO 

determine specific costs for the 
administration of close corporation and 
business holdings. Most trustmen are 
sure it costs more to administer such 
holdings than to handle securities or 
real estate. Some report they cannot do 
anything about “extra” compensation 
for handling this type of asset, so the 
determination of specific costs in this 
field would be a non-productive expense 
in itself. Most Trust Departments, if 
and when they desire to make a cost 
estimate for handling this type of asset, 
use already known cost factors, recog- 
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nizing that these cost factors are not 
adequate when applied to business in- 
terests. 


Some trust institutions are actually 
obtaining “extra” commissions or fees 
for handling business and close corpora- 
tion holdings. Others are seeking ways of 
doing so. There are three approaches to 
this “extra” compensation question,— 


(1) In some States, by statute or 
practice, the Court has discretion in 
making allowances for commissions, In 
these areas a trust institution usually 
submits a statement to the Court in sup- 





port of the commission allowance re- 
quested. In preparing the request, trust 
companies take into consideration their 
known or estimated costs, and such 
other factors as responsibility, value of 
the holdings, and the amount of extra 
work done. Where this practice is fol- 
lowed, trust institutions report the sit- 
uation relatively satisfactory from the 
standpoint of obtaining adequate com- 
pensation. 


(2) A second approach is to obtain 
an agreement from all the interested 
beneficiaries, or with the business or 
corporation itself, for the payment of 
an “extra” commission by the estate 
or trust itself, or for the payment of a 
fee by the corporation. A “good” agree- 
ment requires that all the interested 
parties be competent and of age, and 
give full approval to the compensation 
plan. 


Arrangements for the payment of a 
fee by a business or corporation are 
based on the theory that the trust insti- 
tution renders a financial advisory or 
management supervisory service to the 
corporation, presumably for the benefit 
of all parties interested in a business, 
including those whose holdings are not 
involved in an estate or trust. Such a 
plan raises questions in several direc- 
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tions, both from the standpoint of the 
trust institution and the corporation. It 
comes down to a matter of the circum- 
stances in every individual situation. 


(3) There are a few statutory com- 
mission States where the commission 
provided by law for executorships and 
trusteeships is considered to be very 
fair, under present day conditions. Trust 
institutions in these States seem to think 
it unwise to raise the issue of an “extra” 
commission. They prefer to take the 
full statutory commission allowable for 
general services as a fiduciary, realizing 
that in some cases involving special 
holdings such as a close corporation or 
a business enterprise, the margin of 
compensation over cost may not be 
large. 


In other States like New York, the 
statutory commissions are considered 
to be low even for the ordinary types 
of estate and trust administration. In 
these States there are a few trust insti- 
tutions which seek to obtain “extra” 
compensation by agreement with the 
beneficiaries, or through a fee from the 
corporation. Other banks are seeking to 
have an adequate provision included in 
wills and trust agreements, which will 
authorize or direct the Court to make 
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an “extra” allowance, on some basis, 
for the administration of close corpora- 
tion and business holdings. One of the 
major difficulties seems to be that 
counsel for some trust institutions doubt 
the enforceability or adequacy of a pro- 
vision of this nature. 


In each of the three approaches to 
“extra” compensation for this type of 
administration, and even in the few 
areas and cases where it is obtained, 
there seems to be no uniformity and no 
generally accepted basis upon which 
such desired “extra” commission is re- 
quested, computed or allowed. 


While we should not lose sight of the 
factors of cost and compensation, the 


first and most important thing which 
should concern us is the accomplishment 
of a really effective job in the adminis. 
tration of business and close corporation 
holdings. Our ability to produce ela- 
borate records and reports of many 
meetings, or an unfortunate result in 
the corporation during the period of 
our stewardship, will not take the place 
of a good result for our beneficiaries, 
If we accept the responsibility for the 
administration of such holdings, we 
must do everything possible to produce 
an outstandingly good result. If we pro- 
duce such a result, we should expect 
to obtain adequate compensation not 
only to cover our cost, but also return 
a reasonable margin of profit. 


QUESTION PERIOD 


After the presentation of the four 
principal discussions, the panel members 
were joined for a question period by 
Harry M. Bardt, vice president and 
senior trust officer of Bank of America 
N. T. & S. A. at San Francisco, and 
Richard P. Chapman, president of 
Merchants National Bank of Boston. The 
following is a summary of the com- 
ments on the submitted queries. 


Mr. Bardt defined “handling” of a 
business interest as the assumption of 
responsibility for the enterprise, but not 
for its physical management. A trustee 
should not accept such an account unless 
it has adequate facilities to handle it. 


Mr. Pfleiderer reported that his insti- 
tution has never been obliged to refuse 
a trust with a business interest, although 
some such assets may have been dis- 
posed of during the administration of 
the estate prior to setting up the trust. 
It is conceivable that certain situations 
might arise where by reason of the 


terms of the will it would be impossible 
to continue to operate the business: 
for example, a mandate to employ an 
incompetent individual. 


Even a remote possibility of conflict 
of interest with the commercial depart- 
ment should be avoided, in Mr. Tracht- 
man’s opinion. 


Size is not the major consideration, 
according to Mr. Chapman, in determ- 
ining the acceptability of a business in- 
terest, but it does, of course, affect the 
extent of reasonable compensation to 
be expected by the trustee. 


In response to the question, how can 
the nominated trustee decide whether or 
not to accept the appointment, Mr. 
Cowdery pointed out that pre-planning 
with the testator is the most effective 
basis. 


Mr. Trachtman indicated that excul- 
patory clauses, while not generally ad- 
visable, might well be appropriate where 
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the trustee is asked to manage a busi- 
ness interest. 


Expressing disagreement on the pro- 
priety of an exculpatory clause, Mr. 
Bardt stated that his bank had never 
suffered any liability in the manage- 
ment of a business. He emphasized that 
a trustee should be concerned more with 
good performance than with potential 
surcharge. 


After Mr. Chapman asserted that 
banks do welcome and solicit trustee- 
ships with a business interest, and Mr. 
Johnson commented that his institution 
frequently advises against leaving such 
assets in trust for a long time, a show 
of hands indicated that a majority of 
the banks responding do actively solicit 
such appointments. 


The technique followed in selling a 
business was outlined by Mr. Pfleiderer, 
especially with respect to a minority 
interest — which is the more difficult. 
The first approach is to the majority 
owner. If that fails, it is then suggested 
that the corporation might purchase 
the stock for the benefit of its younger 
employees of management potential. 
The next -possibility is the pension or 
profit-sharing trust of the company, if 
it has one. After that, redemption under 
Section 115(g) of the Internal Revenue 
Code is considered. If all these fail, 
further efforts at persuasion are 
attempted. 


Mr. Trachtman stated that the receipt 
of fees or salaries by officers of the 
corporation who are also officers of the 
corporate fiduciary might cause difficul- 
ties for the reasons given in his open- 
ing remarks — and that the difficulties 
might even be aggravated if the com- 
pensation is labelled for “advisory” 
services. 


After Mr. Cowdery observed that he 


would hesitate to take a sole proprietor- 
ship in trust, Mr. Bardt declared that 


experience 
record 


a business operating under that form 
would not be disqualified as a suitable 
asset. From the audience, Eldridge H. 
Booth, vice president and trust officer 
of Title Insurance and Trust Co. in 
Los Angeles, remarked that his institu- 
tion has even dissolved certain corpora- 
tions held in inter vivos trusts and con- 
tinued to operate them as sole proprie- 
torships because of the disadvantages 
of corporate taxation. Mr. Trachtman 
added that authority for such conversion 
should be clear in the instrument. 


Mr. Johnson reported on the bases 
on which some institutions have sought 
extra compensation for administering 
business assets. In one case, there is a 
minimum annual charge equivalent to a 
full commission on the realistic value 
of the interest. Another adds 50% to 
the regular charge, again based on an 
annual realistic valuation of the busi- 
ness. Still another takes into considera- 
tion the actual salary on a_ per-hour 
basis of the officers and staff devoted 
to the business, together with the fac- 
tors of overhead, responsibility and a 
reasonable profit margin. Sometimes, 
the charge is billed to the business, 
others, half to the business and half to 
the trust. Mr. Johnson pointed out that, 
where extra compensation is requested, 
the burden is on the fiduciary to show 
the extent and value of the services 
rendered, outside testimony sometimes 
being required. In some instances, where 
a sale is made there is a charge of from 
3 to 5% of the price. A show of hands 
revealed that few of those present seek 
extra compensation in the absence of a 
statute or provision in the instrument. 
To which Mr. Bardt added that, where 
fees are not set by statute, it is not 
a matter of asking for “extra” compen- 
sation, but merely reasonable compen- 
sation based on the over-all services 
rendered to the trust. 


[End of panel session] 
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Nancye Staub in TV Talk 
on Estate Planning 


“If every wife knew what a widow 
learns, every family would plan care- 
fully the disposition of its property,” 
Mrs. Nancye B. Staub, assistant vice 
president of Morristown (N.J.) Trust 
Co., and past president of the National 
Association of Bank Women, predicted 
in a demonstration of property con- 
servation over WATV on January 14. 


Interviewed on the program, “A 
Woman’s Work,” Mrs. Staub, showed 
the newest and most practical plans 
whereby “people can save some of the 
fruits of accomplishment for the use 
of their descendants.” She used board 
diagrams to demonstrate how family 
savings can best be preserved for the 
long future, and referred to estate plan- 
ning as the “arrangement of property 
within a family so as to reduce shrink- 
age and increase the benefits and pro- 
tection for members of the family.” 


“A Woman’s Work” is presented 
weekly by the Essex County (N.J.) Ex- 
tension Service, supported by the U. S. 
Department of Agriculture and Rutgers 
University. 
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HINTS for Smaller TRUST DEPARTMENTS 


The most important trust department 
control for small institutions is a sat- 
isfactory trust committee audit once in 
every twelve months, J. Anton Conner, 
trust review section chief of the Fed- 
eral Deposit Insurance Corporation, 
Washington, D. C., told the Mid-Winter 
Trust Conference session on Problems 
of Smaller Trust Departments on Feb- 
ruary 8th. Asset Reviews, Audits, and 
better Administration dockets or folders 
are the three lines of defense against 
possible surcharge, he said, and action 
by the various State associations is the 
greatest potential source of improve- 
ment at the present time. There is a 
wide variety of systems and of quality 
of management among the 3,000 in- 
sured fiduciary institutions, the speaker 
said, and while there has been much im- 
provement since 1933, there is still 
much to be done. 


An estate analysis program that has 
been stressed continually since 1949 
was described by W. T. Hackett, vice 
president and trust officer of Hunting- 
ton National Bank, Columbus, Ohio. 
Advertising has consistently followed 
the estate planning theme, monthly mail- 
ings have re-emphasized it, and a 25 
member estate clinic — with repre- 
sentatives from trust, insurance, attor- 
ney and accountant groups — has held 
monthly meetings with prepared papers 
and discussions dealing with typical 
estate situations. 


In the five years of its operation this 
program has not only developed ap- 
pointments under wills which the bank 
knows are well planned, but fees from 
living trusts and other immediate busi- 
ness now pay the salaries of two full 
time estate analysts. A key point in the 
whole procedure, Mr. Hackett said, is 
to be sure that the customer under- 
stands the problems involved in his 
estate. If he does, he will understand 
their solution. If he doesn’t, he may 
drop the whole matter with consequent 
loss of valuable officer time. 


Cost analysis is difficult in smaller 
trust departments, especially because 
personnel may be on part time assign- 
ment and in any case are hard put to it 
to keep up with normal responsibilities, 
Charles F. Borgel, trust officer of First 
National Bank, York, Pa., stated to the 
group. In spite of that fact, cost analy- 
sis, even if incomplete, is essential in 
determining what new business will be 
profitable, he said, and therefore should 
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be undertaken in some manner. Small 
annual charges work better, in Mr. 
Borgel’s opinion, than larger termina- 
tion charges. 


When a trust officer is asked by a 
customer to accept cut-rate business, a 
knowledge of his costs will assist him 
in persuading the customer to a differ- 
ent point of view, the speaker pointed 
out. If a similar request comes from the 
bank’s commercial department, it is 
harder to meet, he said, but the trust 
officer can bring up the point that trust 
departments are often accused of being 
unprofitable, and, if he knows his costs, 
he can demonstrate that the proposed 
account would be just another unprofit- 
able item, at least for the trust depart- 
ment, 


In the discussion, which was guided 
by moderator Ralph A. MclIninch, presi- 
dent of Merchants National Bank, Man- 
chester, N. H., investment counseling 
by larger banks for smaller institutions 
was said not to be very profitable for 
the larger banks in the direct return, 
but to have worthwhile “fringe bene- 
fits” in the form of resulting new busi- 
ness. Compensation for the smaller bank 
comes out of the customer’s regular fee. 


Every trust department should de- 
velop its own investment men, accord- 
ing to H. C. Schuyler, vice president 
and trust officer of Union Bank & Trust 
Co., Helena, Mont., who, with William 
S. Ritman, vice president and trust 
officer of Indiana National Bank, In- 
dianapolis, joined the speakers for the 
discussion panel. Outside investment 
advisory service can be used simultane- 
ously, however, he said, and the amount 
of it depends on the cost. Investment 
counsel used in this manner can assist 
the trust officers and committee in mak- 
ing their own decisions. 


Mortgages in the trust portfolio of 
an institution in a farming area have 
always been considered sound, if prop- 
erly made, the panel said, but under to- 
day’s price structure the farmer’s ability 
to pay should be carefully checked, and 
the mortgage should be amortized. In 
regard to business property loans the 
resale value also is important. 


Regarding the management, sale and 
rental of real property, the panel and 
the audience were both divided. About 
15 of the banks represented reported 
“full” real estate management service. 
One man devoting full time to real 


estate can accomplish a great deal, some 
said. 


The handling of pension trust busi- 
ness was also considered debatable. In 
one case the bank accepts it but doesn’t 
seek it. One-day forums to acquaint 
business customers with the bank’s 
ability to serve in this respect were 
recommended, but with a warning to 
be careful in the selection of speakers. 


Publication of a fee schedule, where 
not regulated by: statute, is rare among 
smaller trust departments. The maxi- 
mum statutory fee in  executorships 
(where there is such) is not always 
asked for, but rather the fee requested 
is related to the amount of work done. 
In this way it is more likely to be 
approved, and in any case can be de- 


fended. 


Regarding advertising budgets no 
consensus was obtained, but a rule of 
thumb of 2% - 4% of department gross 
income was suggested. It was pointed 
out, however, that changes in market 
prices may affect the gross earnings 
figure in a manner which it would be 
undesirable to reflect in the advertising 
program. 


A A A 


Day in a Trust Department 


Columbus wrote his will on the fiyleaf 
of a beautiful copy of the Book of 
Hours presented to him by Pope Alex- 
ander VI; and Napoleon left over five 
million francs to be distributed among his 
generals and the soldiers who were 
wounded at the battle of Waterloo. 


These items are mentioned in the in- 
teresting story about the trust depart- 
ment of United States National Bank, 
Portland, Ore., in a recent issue of its 
house organ; U. S. Banknotes. The article 
explains how a trust department is an 
institution within a bank, performing 
some 30 different duties as a corporate 
fiduciary. 


Robert M. Alton, vice president and 
trust officer, who has headed the depart- 
ment since 1933, has recently been ap- 
pointed a special instructor for the Uni- 
versity of Washington’s course for trust 
officers, according to Banknotes. Since 
the department’s inception in 1919, he 
has seen some strange provisions in wills 
and trust agreements. On one occasion he 
was required to accompany the body of a 
lady to Hannibal, Mo., sit in her chair 
beside her casket, and read the terms of 
her will to her relatives. Another duty 
imposed by a will — and perhaps more 
difficult of accomplishment — was to see 
that a certain beneficiary should not re- 
ceive his share unless he stayed away 
from race horses. 
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Chairman of the Board 
Chrysler Corporation 








JOSEPH H. McCONNELL Reserves for Taxes, Interest,etc. . . . . 14,546,014.18 
President, Colgate-Palmolive Co. 
R. E. McNEILL, JR. Dividend Payable January 2, TQS45. + <« «' » I ,200,000.00 
President : 
Capital . . . . « «. « $24,000,000.00 





J. K. OLYPHANT, JR. 
Vice Chairman 


AUGUSTE G. PRATT 






Surplus . . . . . «. «  100,000,000.00 








Chairman of the Board T ss ~ 

The Babcock and Wilcox Company Undivided Profits. ge Ss 22,220,579.98 146,220,579.98 
GWILYM A. PRICE 

President $1 942,1 5454.14.07 






Westinghouse Electric Corporation 


LUCIUS F. ROBINSON, JR. 













Attorney, Robinson, Robinson and Cole U. S. Government Securities carried at $104,315,238.06 
JOHN P. STEVENS, JR. : > 
Chairman of the Board on December 31, 1953, were pledged for various purposes as required by law. 







J. P. Stevens & Co., Inc. 


WILLIAM WOODWARD, JR. 
New York MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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PROFESSIONAL INVESTORS DIGEST 


Sidelights . .. Trade Winds. . 


. Memos ... Portfolio Studies . . 


Funds Index . . 


Reports 





COMMON FUNDS HOLD 591 EQUITIES 


omMmon Stock Ho.pincs oF 130 

Common Trust Funds, as of their 
latest available annual reports, included 
issues from 591 different companies, as 
compared with 534 a year ago, accord- 
ing to a study made by the staff of 
Trusts AND Estates. Eighteen of the 
funds were making reports for their 
first fiscal year-end. Of the total of 130 
funds studied, 109 were discretionary- 
which in- 
cluded some percentage of equities in 


type and 21 were “legals” 


their portfolios. 


Analysis of the ‘holdings of the 90 
discretionary and 17 legal funds whose 


Automotive & RUBBER 








Allis Chalmers Mfg. —-._.--._- 17 
American Chain & Cable naiees 2 
Bendix Aviation sedate MD 
Bohn Aluminum & Brass rte 
OS Be ne 
Briggs Manufacturing — 
Caterpillar Tractor 
Chrysler J ES RE FE 
4 
Cleveland Graphite Bronze ibiccaatelee— aa 
Eaton Manufacturing ———....... 7 
Electric Auto-Lite ~~ ........... 14 
Firestone Tire & Rubber | 
General Motors és stiches 107 
B. F. Goodrich elicits aa 
Goodyear Tire & Rubber vere rere 9 
Lee Rubber & Tire aie 1 
Libbey-Owens-Ford Glass étituvaael _ 18 
Raybestos-Manhattan — a 
Thompson Products -.------- 7 
Timken Detroit Axle — ~~ ~~~ 1 
Western Auto Supply ——..... 1 
BUILDING 
Alpha Portland Cement - 2 


American Radiator & Standard 
Sanitary .. tt BA 
Archer-Daniels- Midland 
Armstrong Cork ~~... 
Congoleum-Nairn 





Cook Paint & Varnish | ae 
Corning Glass Works — ~~. 16 
Crane iinet. 
General Portland Cement - ee 5 
Georgia-Pacific Plywood — ——- 1 
Glidden ie 
Harbison-Walker Refractories _ a 
| Sees eee 3 
Johns-Manville —.. i ae ae 
Lehigh Portland Cement eidnaincnte 


Lone Star Cement 
Masonite ..... 
Otis Elevator 
Penn-Dixie Cement 
Pittsburgh Plate Glass — 41 
Ruberoid <a 
Sherwin Williams 
a 
I rcctccenecententcenstenee 47 
United States Plywood - seal 
Weyerhaeuser Timber 











Cuemicat & Druc 
Abbott Laboratories .._._.__._._. 28 


114 





THE TOP TEN 


No. Funds 
Company Holding 
E. I. du Pont 
Christiana 
Union Carbide 
General Electric 
Standard Oil (N.J.) 
General Motors 
Texas Co. 


11f.. 124 


were 


Sears Roebuck 
Phillips Petroleum 
Gulf Oil 





EQUITIES HELD IN COMMON TRUST FUNDS 


i 1 Hazel-Atlas Glass — 4 


Allied Chemical & Dye __._.. 56 International Paper _ 









American Agricultural Chemical 2 Kimberly Clark 5 
American Cyanamid 62 Lily-Tulip Cup — 2 
American Home Products —_.... 35 Marathon ————_________ 8 
American Hospital Supply __ 1 Minnesota & Ontario Paper — 1 
American Potash & Chemical _. 2 Owens-Illinois Glass — 46 
—— a Rayonier = —_.._..____ . 
Bristol-Myers ES On eee ee 1 Scott Paper --- wan cenerennnentennenannne 22 
Columbian Carbon _...._ 2 Shellmar Products ee 
Commercial Solvents ‘ 1 Sutherland Paper - 8 
Consolidated Chemical Industries 1 Union Bag & Paper .._____.. 7 
Diamond Alkali 1 United States Playing Card —.. 1 
Dow Chemical ___ kote 54 West Virginia Pulp & Paper... 7 
E. I. du Pont de Nemours sha 118 

Christiana Securities — 11 ELectRicaAL Propucts 
Durez Plastics & Chemicals 1 Arrow-Hart & Hegeman Electric 1 
Eli Lilly ——————_____.. Electric Storage Battery —. 5 
Formica — — General Electric —..._____. 117 
Freeport Sulphur ENS ee aaa 1 





Hercules Powder 











einen Gould Nati 1 Batteries _ 2 
Hooker Electrochemical .. 5 > 2 Mallory ens eocala cy no 
International Minerals & i wae 1 
Chemical “eames 8 McGraw Electric — 11 
International Salt —.. saci aibion 5 MM Dea 4 
Kendall : Radio Corp. of America — 5 
Koppers __ EE es 1 
Liquid Carbonic — 1, Reliance Electric & Engineering 1 
Mathieson Chemical — ~~... 9 RE 8 
McKesson & Robbins —____ 6 Sylvania Electric Products 3 
Merck Vane tore ... 1 
Monsanto Chemical Westinghouse Electric — ....... 95 
Parke, Davis — 
Pennsylvania Salt Mfg. FINANCIAL 


Ches. Pizer — ee 
Potash Co. of America 

Rohm & Haas - as ED ew See 
ON  e 





American Trust, San Francisco. 1 
Anglo California, Natl. Bk., 


fon Pree i. 4 
Sharp & Dohme ___... Associates Investment —_.... 3 
E. R. Squibb & Sons — Bank of America N.T.S.A. ___. 3 
Sterling Drug — ea eeresee ere Bank of The Manhattan Co., 
Texas Gulf Sulphur 8 Aa eee 


Union Carbide & Carbon 
United States Potash — 
Vick Chemical —_.. 
Victor Chemical Works See SOS 8 
Visking 


Bank of New York __.. 
Bankers Trust (N.Y.) 
Beneficial Loan = 
Chase National Bank “(N.Y.) | = _ 43 
Chemical Bank & Trust (N.Y.) 8 
Citizens & Southern Natl. Bk., 
i 
C.1.T. Financial __.. 








ConTAINERS & PAPER 





I TN, isn insincinibasinnsmcctcinis 56 Commercial Credit 
Anchor-Hocking Glass — 4 Continental Illinois Natl. Bk. 
Container Corp. of America —_.. 9 & Trust, Chicago — 30 
Continental Can —........... — | Fidelity-Philadelphia Trust — 1 
Crown-Zellerbach — ~~~ ~~. 17 Finance Co. of Penna — 1 
SE IE SEE NS EN] First National Bank, Atlanta .. 2 
Great Northern Paper — nade First National Bank, Boston -—.. 22 


Westinghouse Electric est, however, 
which are represented in the portfolios 


by 110 different companies. The near- 
est competitor is the Financial field, 
(Continued on page 139) 


1953 reports have been made available, 
showed that the Railroad field has made 
the greatest gain in number of shares 
held (48%), followed by Financial with 
40%, Containers and Paper with a 38% 
increase, and Tobacco with 35%. The 
only field in which there was a reduc- 
tion was the Textiles, where holdings 
20% less than the previous year. 


There is a continuing strong inter- 


in the Public Utilities 


First National Bank, Chicago — 5 
First National Bank, Dallas __ 3 
First National Bank, Houston 1 
First National Bank, New York 7 
First National Bank, 

Philadelphia 1 
First National Bank, St. Louis. 1 
First National Bank, Scranton _ 2 
Girard Trust Corn Exchange 

Ce 
Guaranty Trust, N. Y. _.__ 44 
Hanover Bank, N. Y. ...._ 11 
Harris Trust & Savings Bank, 

Se 


Household Finance 
Industrial Acceptance __ 
mine Tot 5. XY 
ag 
Manufacturers Natl. Bk., Detroit 1 





Manufacturers Trust, N. Y. __. 5 
Marine Midland Corp. _.....__. 3 
Mellon Natl. Bk. & Tr., 

i eer 4 
Mercantile Trust Co., St. Louis _ 1 
7 _ —_-. FF... 2 
National Bank of Detroit ___ 6 
National City Bank, Cleveland _ 4 
National City Bank, N. Y. __ 54 
National Shawmut Bank, Boston 1 
New York Trust ___ 7 
Penna. Co. for Bk. & Tr., ‘Phila. 5 


Peoples First Natl. Bk. & Tr., 
Pittsburgh __ 
Philadelphia Natl. Bank 
Provident Trust, Phila. _.____ 
Republic Natl. Bank, Dallas _._ 6 


Seattle-First Natl. Bank _.__ 4 
Security-First Natl. Bank, Los 

Angeles ___. a © 
Tradesmen’s Land Title. ‘Bk. 

& Tt. ri. a 
U. S. Natl. Bank, Portland - a 
UU. 8. tot, X.Y. =.=. i 
Wells Fargo Bk. & Union “Tr. 

San Francisco — 1 

Foops 


I i 
American Chicle __. 
SS cee 
Beech-Nut Packing 
ee 
Borden 
E. J. Brach & Sons __. i 2 
California Packing 0000000000... #1 
Carnation 3 





TRUSTS AND ESTATES 


Coca 
Corn 
Gene 
Gene 
Grea 
Gries 


Hers 
Jewe 
Life 

Mac. 
Meac 
Nati 
Nati 
Nati 
Peni 
Pills 
Qual 
Sche 
Stan 
Suns 
Swif 
Unit 
Unit 


Aetr 
Aetr 
Aett 
Ame 
Ame 
Ame 
Ame 
Ame 
Bost 
Con 
Con 
Con 
Cru 
Em) 
Fed 
Fide 
Fide 
Fire 
Fire 
Fire 
Gler 


FE 


Nee sew 


— > 
— 


ry 
wool we Ob 


or 
OK Fe OD 


_ 
=m ae eR CO 


i~) 


_ 


c= 
Orem © me -~1 DO 


“a 
2) 


Corn Products Refining ~~. . 40 
DRIED icnncensmenqccgrencnction us 
General Mills i 
Great Western Sugar 
Griesedieck Western Brewery - 
H. J. Heinz 

Hershey Chocolate —— ~~~ ~~ — 
Jewel Tea 

Life Savers 

MacAndrews & Forbes ~~... 
Mead Johnson 
National Biscuit 

National Dairy Products 
National Distillers Products — 
Penick & Ford, Ltd. 

Pillsbury Mills ~~ ~~~ - 
Guaker Oo: 
Schenley Industries —. 

Standard Brands 

Sunshine Biscuit ~~~ — 
Swift & Co. 

United Biscuit Co. of America -— 
United Fruit 

Wm. Wrigley, Jr. 


INSURANCE 


Aetna Casualty & Surety 

Aetna Insurance 

Aetna Life Insurance 

American Alliance Insurance — 
American Automobile Insurance 
American Insurance 

American Reinsurance 

American Surety 

Boston Insurance 

Connecticut General Life Ins. 
Continental Casualty 
Continental Insurance ... 

Crum & Forster 

Employers Group Associates 
Federal Insurance __- ds 
Fidelity & Deposit, Maryland - —_ 
Fidelity-Phoenix Fire Insur. ; 
Fire Association, Philadelphia ~— 
Firemen’s Fund Insurance 
Firemen’s Insurance 

Glens Falls Insurance 


services 
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Great American Insurance 
Gulf Life Insurance ——... 1 
Hartford Fire Insurance 
Hartford Steam Boiler Inspec- 
tion & Insurance 
Home Insurance 
Insurance Co. of North America 49 
Jefferson Standard Life Ins. ~~ 
Lawyers Title Insurance 
Life Insurance Co. of Virginia.. 
Maryland Casualty — oF 
National Fire Insurance —-— 
National Union Fire Insurance_ 
New Amsterdam Casualty 
New Hampshire Fire Insurance. 
North River Insurance Co. 
Northern Insurance Co. 
Northwestern National Life Ins. 
Phoenix Insurance 
St. Paul Fire & Marine Insurance 
Southeastern Life Insurance 
Springfield Fire & Marine Ins. - 
Standard Accident Insurance 
Travelers Insurance 
U. S. Fidelity & Guaranty 
United States Fire Insurance — 
United States Guarantee 
Westchester Fire Insurance 


MacHINERY & EQUIPMENT 


Addressograph-Multigraph 
Associated Spring 

Babcock & Wilcox 

Bower Roller Bearing 

Burroughs Adding Machine 
ee eas 23 
Doehler-Jarvis 


Ex-Cell-O 

Fairbanks Morse __. 

Food Machinery & Chemical . 
Ingersoll-Rand 

International Business Machines 27 
International Harvester —...... 56 
Joy Mfg. 

Link-Belt 

Locke Steel Chain 

Mesta Machine -............. 
National Cash Register 


Remington Rand 
Rockwell Spring & Axle 
Scovill Mfg. _. 


Timken Roller Bearing —_ 
Torrington —__ 


tees Aiverats: <n 
United Engineering & Foundry. 
United Shoe Machinery __. 
U. S. Pipe & Foundry __.._ 


mm 6O 2 DS OO mH im OO Ole DD 


Aluminium Ltd. 

Aluminum Co. of America ___. 
American Smelting & Refining. 
Anaconda Copper 

Armco Steel 

Bethlehem Steel 

Climax Molybdenum 
Consolidated Mining & Smelting 
Howe Sound 

Hudson Bay Mining & Smelting. 
Inland Steel 

International Nickel __. 
Kennecott Copper — 
National Lead 

National Steel 

New Jersey Zine 

Newmont Mining 

Phelps Dodge 

ae eee 
Safway Steel Products 

St. Joseph Lead 
United States Steel sisi auainacioanie 
Youngstown Sheet & Tube Nee 


MISCELLANEOUS 


American Optical 

Carborundum 

Carrier 

Colgate-Palmolive 

Diamond Moteh 01.0. 
Dravo 


eee nes oe nner iy | 


Eastman Kodak -—_ WW. ... 39 
a cnutsiiers ineinkaaniehicodigiaznas ieee Res 
Gillette Safety Razor 2 
Minneapolis-Honeywell Regulator 30 
Minnesota Mining & Mfg. —..... 28 
Procter & Gamble -__: Nisin 
WROD | | iccninscnisalbateegibientibabictacnindaah 
Wesson Oil & Snowdrift —.._ 
White (S.S.) Dental Mfg. —..._ 
Yale & Towne Mfg. 
J. S. Young — 


PetroLteumM & Coat 


Amerada Petroleum — a 
Anderson Pritchard Oil —...... 
Atlantic Refining ~~ _ = 
Chicago Corp. 

Cities Service Co. _. 
Continental Oil 

Gulf Oil 

Halliburton Oil Well Comenting 
iemene GE : it ts 
Houston Oil __...... 
Humble Oil & Refining - cee 
Kern County Land .- 
Louisiana Land & Exploration Pm 
Mid-Continent Petroleum _.. aD 
Ohio Oil 

Phillips Petroleum 

Pittsburgh Consolidation Coal — 
Pond Creek Pocahontas — 
Pure Oil 

Richfield Oil 

Seaboard Oil 

Shamrock Oil & Gas 

Shell Oil 

Siasiele Gh 22 
Socony-Vacuum Oil 

South Penn Oil 

Southland Royalty 

Standard Oil (Cal.) 

Standard Oil (Ind.) 

Standard Oil (Ky.) 

Standard Oil (N.J.) —— * 
Standard OR, Gite «.58-~ck li 

, | eNotes _ 9T 
Texas-Pacific Coal & Oil _..... 1 
Tide Water Associated Oil — wn 


Wren you need a fiduciary in Chicago, American 


National Bank and Trust Company stands ready to 


serve your requirements fully and efficiently. The 


in 
chicago 


experience and friendly co-operation of our Trust 
officers can help you achieve your purpose, for 


individuals, estates or corporations. You are cordially 


invited to call or write about any of our trust 


department services, or your own particular problem. 


American National Bank 


and Trust Company of Chicago 


LA SALLE AT WASHINGTON, CHICAGO 90, 


ILLINOIS 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 








Pusiic Urtiities 











main ine asic fs 3 
American Gas & Electric —_ 

American National Gas — 17 
American Tele. & Tel. —...... 89 
Arizona Public Service — 1 
Atlantic City Electric ae 
Boston Edison —_.... ee, 
Brooklyn Union Gas — ee 
Carolina Power & Light — 18 
Central Hudson Gas Electric _. 1 
Central Illinois Light — ~~. 6 
Central Illinois Pub. Serv. _..._ 1 
Central & Southwest — 28 
Cincinnati Gas & Electric — 30 


Cincinnati & Suburban Bell Tel. 1 
Cleveland Elect. Illuminating — 48 
Colorado Interstate Gas — 1 
Columbia Gas System ........ 5 
Columbus & Southern Ohio El. — 3 
Commonwealth Edison 
Connecticut Light & Power _._.. 5 
Consolidated Edison 
Consol. Gas Elect. Lt. & Pwr. .. 35 
Consolidated Gas Utilities 
Consolidated Natural Gas 
Consumers Gas 

Consumers Power 
Dayton Power & Light —.. 













Delaware Power & Light — ae 
Detroit Edison —... ma® 
I ai 2 
peenene tiem 18 
El Paso Natural Gas — 3 
BN ct ctainensciinicabaine 11 
ST 


Florida Power & Light 
General Public Utilities 
General Telephone 
Gulf Stattes Utilities — 
Hackensack Water 
Hartford Electric Light 


Houston Lighting & Power ..... 24 
I 17 
I 26 
Indiana Gas & Water __........ aoe 
Indianapolis Power & Light _.. 13 
Iowa-Illinois Gas & Electric 8 


TEXAS 


Iowa Power & Light ~~... 1 
Iowa Public Service — ~~~... 
Kansas City Power & Light — 1 
Kansas-Nebraska Natural Gas — 
Kansas Power & Light —____. 
aS eS a ae 1 
Long Island Lighting 
Louisville Gas Electric — ~~ . 
Middle South Utilities ....-._._ 2 
Mississippi River Fuel — ~~ 
ae Tee 
National Cylinder Gas — 
National Fuel Gas — ~~. 
New England Electric System - 
New England Tel. & Tel. _. 
New York State Elec. & Gas  — 2 
Niagara Mohawk Power — 3 








ES EEE 
Northern Natural Gas ~~. 3 
Northern States Power —....... 1 
Se 2 
Oklahoma Gas & Electric —___ 
Oklahoma Natural Gas — 


Pacific Gas & Electric —— am 
Pacific Lighting 
Pacific Power & Light — 
Panhandle Eastern Pipe Line — 1 
Peninsular Telephone ~~. ins 
Pennsylvania Power & Light .. 1 
Pennsylvania Water & Power - 
Peoples Gas Light & Coke — 2 


3 
1 
6 
1 
7 
6 


1 
3 
8 
a 
3 
2 
7 
7 
1 
2 
8 


2 


Philadelphia Electric ~~~ ~~ 44 
Portland General Electric _..... 2 
Potomac Electric Power —.... 9 


Public Service Co. of Colorado — 26 
Public Service Co. of Indiana —.. 28 
Public Service Electric & Gas . 9 


Republic Natural Gas —  ~.. 2 
Rochester Gas & Electric .._.. nin 
San Diego Gas & Electric _...._ 2 
Scranton Electric —— ~~... 4 
South Carolina Elect. & Gas — 1 
ee TD Ge cect 13 
Southern California Edison — 27 
Southern Natural Gas _.......--. 7 
Southern New England Tel. — 1 
Southern Union Gas —.........._ 1 
Southwestern Public Service ... 2 
Tampa _ Electric a” @ 


FIDUCIARY 
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Tennessee Gas Transmission _.._ 4 
pi ED Ne a 22 
ee SS oe a 
Union Electric (Mo.) ~........_ 4 
pS ee EO 
United Gas Improvement _....._ 3 
United Illuminating ~~... 1 
Utah Power & Light 2 
Virginia Elect. & Power —...... 34 
Washington Gas Light —..... 2 
Washington Water Power _....._ 2 
West Penn. Electric — 2 
Western Massachusetts Cos. ... 1 
Wisconsin Electric Power —...... 19 
RAILROAD 
American Brake Shoe — 4 


Atchison, Topeka & Santa Fe — 22 
Atlanta & Charleston Air 
Carolina Clinchfield & Ohio 
Chesapeake & Ohio —....... 
Delaware & Bound Brook 
General American Trans. -_.. 
Great Northern ———.——__.. 

Louisville & Nashville 

New York Chicago & St. Louis 1 











Norfolk & Western .._............. 18 
Pennsylvania —— ~~... 1 
Peoria & Bureau Valley _. 1 
SA SR ee 1 
Richmond, Fredericksburg & 
0 eee ee 1 
Seaboard Air Line —..—......__ ._ 8 
Southern Pacific ian 
ST I cS cc seaiiicictimiogsen 
Waten Tank Car —....................: . 3 
United New Jersey RR & Canal 2 
IIE Scrtdeinieess Saceciietpicecintiglaniane 1 
Westinghouse Airbrake ........... 1 
RETAIL 
I 3 
American Bakeries 1 
American Stores -...............__... ie 


Cunningham Drug — ~~~... 1 





Edison Brothers -...... eae 
Emporium Capwell — 1 
Federated Department ~~... 19 


THE 


FORT WORTH 
NATIONAL BANK 
FORT WORTH, TEXAS 


Don. retiewe? 0 15 






ee wee en Ct 
a 3 Seas Sasa ee 7 
Great Atlantic & Pacific Tea _. 1 
CC  , MIR h clapnctierteaee 16 
SD aoe ee. § 
Horn & Hardart Baking ~~... 1 
ee eee oe BD 
8 ON SS eee 17 
ieee. axe OF 
(R.H.) Macy — a 
Marshall Field a 
May Department __ co 
ae Jt)... 4 
een. os... 1 
Montgomery Ward -...._... x oS 
(G.C.) Murphy ——— au 19 
Coad. Ms Saisie 4 
Ce Soest 68 
eae now © 
i TI cc eeicctincen 87 
Strawbridge & Clothier ~~~ 1 
(F.W.) Woolworth — ~~... 54 
Textites & SHOES 

American Viscose -.-....-....--....... 35 
Anderson, Clayton  —..............------ 1 
OS a eee eer 


Brown Shoes 
Burlington Mills 
Sl =e 
Celanese 
Endicott Johnson 
General Shoe —_-.....- 





Industrial Rayon 

International Cellucotton -—........ 2 

International Shoe ———---....... 6 

Johnson & Johnson -. 1 

Melville Shoe 1 
5 





(J.P.) Stevens 


TOBACCO 


re 
American Tobacco 
Liggett & Myers 
P. Lorillard 

Philip Morris 
R. J. Reynolds Tobacco -... 49 





COMPLETE 
TRUST 


SERVICE 

FOR 
INDIVIDUALS 
AND 
CORPORATIONS 


* 


Member Federal! Deposit Insurance Corporation 





TRUSTS AND ESTATES 
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If your name is Smith... 






Ww 
9 
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your name is Smith, and you find yourself introduced every so 
often as Jones, you doubtless want to set the record straight. Not that 
there’s anything wrong with the name Jones, but you’d much rather be 
known by your own name. 





ro 






Well, Socony-Vacuum finds itself referred to every so often as a 
Standard Oil Company. And we’d like to set the record straight. We are 
not a Standard Oil Company, though we once were — a long time ago. 


ms 





The Socony-Vacuum Oil Company resulted in 1931 from a merger 
between the Standard Oil Company of New York and the Vacuum Oil 
Company. There is no longer any Standard Oil Company of New York, 
and Socony-Vacuum no longer uses the words Standard Oil to identify its 
products. We and our subsidiaries have as our emblem the Flying Red 
Horse, and our principal products are Mobilgas, Mobiloil and Mobilheat. 









It is a fact that many years ago— before most of you had ever 
bought a gallon of gasoline — Vacuum Oil, Standard of New York, and 
some other oil companies were a part of the old Standard Oil Trust. That 
trust was dissolved in 1911 by the Supreme Court, and all of the com- 
panies composing it were launched on their separate and independent 
ways. We now find in them some of our most aggressive competition. 










None of the officers or directors of Socony-Vacuum or its subsidi- 
aries is an officer or director of any Standard company. And none of their 
officers or directors is connected with Socony-Vacuum. 






There isn’t anything wrong with the name Standard or the name 
Jones. But like the fellow named Smith, we just wanted to set the record 
straight. We’re the Socony-Vacuum Oil Company — an independent enter- 
prise, strictly on our own. 








SOCONY-VACUUM OIL COMPANY, INC. 
Makers of Mobilgas and Mobiloil 
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Trust Officer Panel Discusses 


Current Investment Outlook 


HE FEATURED INVESTMENT PANEL 

discussion at the Tuesday afternoon 
session of the Mid-Winter Trust Confer- 
ence was conducted by a six-man team 
headed by Robert Coltman, vice presi- 
dent, The Philadelphia National Bank, 
who developed through his lively direc- 
tion some interesting and informative 
evidence of why investment markets are 
not always one-way streets. The partici- 
pants were Henry M. Bodwell, vice 
president, The Northern Trust Co., 
Chicago; Robert H. Daniel, vice presi- 
dent, First National Exchange Bank of 
Roanoke, Va.; F. W. Elliott Farr, assist- 
ant vice president, Girard Trust Corn 
Exchange Bank, Philadelphia; Gilbert 
H. Palmer, assistant vice president, The 
National City Bank of Cleveland; Frank 
M. Perley, vice president, American Se- 
curity and Trust Co., Washington; and 
F. J. Thieme, Jr., trust officer. Citizens 
National Trust and Savings Bank of 
Los Angeles. 


The opinions voiced by the panel mem- 
bers demonstrated how identical statis- 
tical data and background information 
can produce divergent decisions invest- 
mentwise. Policies naturally vary with 
the circumstances of the individual 
account but investment preferences as 
to media selection and procedure appear 
to span a wide range, and in such mat- 
ters as common stock percentage and 


use of preferreds, or bond reserves for 
spacing out stock positions. One point 
of unanimity was the unreliability of 
close timing in stock purchases, although 
Mr. Palmer reported that their experi- 
ence with a selected list of 39 stocks 
over the past few years had been supe- 
rior to the D.-J. average performance. 
Certain stocks are starred from time to 
time as prices seem to indicate special 
value and to this degree they have at- 
tempted to pick buying levels. Mr. Pal- 
mer warned against buying otherwise 
suitable stocks at high prices which 
might tie up capital for years at a 
low return. In general, however, the 
panel agreed that short-term market 
action alone was an unreliable guide to 
buying comon stocks and that determ- 
ination of quality was the primary 
factor. 

Mr. Perley outlined the favorable 
experience of his institution in setting 
up an amortization fund from pre- 
ferred and common stock income in 
pension, charity and agency funds. They 
have found this practice particularly 
effective in writing down cost by apply- 
ing the excess over the desired earning 
rate on pension investments under their 
management. 


Moderate Common Holdings Advised 


On the present stock level, the mem- 
bers disclaimed any ability to predict 





Investment Panel (left to right): Robert Coltman, vice president, Philadelphia National 
Bank, Leader; Frank M. Perley, vice president and trust investment officer, American 
Security and Trust Co., Washington, D. C.; F. W. Elliott Farr, assistant vice president, 
Girard Trust Corn Exchange Bank, Philadelphia; Robert H. Daniel, vice president, First 
National Exchange Bank of Roanoke; F. J. Thieme, Jr., trust officer, Citizens National 
Trust and Savings Bank of Los Angeles; Gilbert H. Palmer, assistant vice president, 
National City Bank of Cleveland; and Henry M. Bodwell, vice president, Northern Trust 
Co., Chicago. 
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near-term movements but Mr. Farr, 
while “not exactly bullish,” felt that 
the risk involved was “not tremendous” 
because the price-earnings ratio is and 
has been within reason and the market 
without violent speculative excesses. Mr. 
Palmer again made a distinction be- 
tween the market and selected stocks, 
expressing the opinion that the latter 
were not overpriced. 


Upon common stock percentages for 
trust account, circumstances permitting, 
Mr. Bodwell would set up a new ac- 
count with around 30-35%, but in an 
old account with a cushion he would 
be willing to go higher. Mr. Perley 
preferred a 25% level while Mr. Farr 
set a minimum of 40%, maximum of 
60% and a middle ground 50% in 
stable stocks such as consumer non- 
durable lines. 


Real estate mortgages for trustees 
received a favorable nod, except for 
residents of Pennsylvania where the 8 
mill tax reduces the yield unduly. Mr. 
Perley reported 30-35% investment in 
their accounts at 444-5% yields, be- 
cause of the District of Columbia law 
and the large population of Federal 
employees. Mr. Bodwell said that mort- 
gages were not always available in 
Chicago in sufficient quantities but that 
they used them to some degree, charg- 
ing higher fees to cover the increased 
servicing costs. 


Preferreds and Tax-Exempts 


Preferred stocks, always a subject of 
divergent opinion, came in for com- 
ment, with Mr. Thieme advising against 
purchase now because he does not fore- 
see a deep recession. Purchase price is 
an important factor in this medium, he 
said, and cheap levels provide their own 
“bailout.” Mr. Perley’s department uses 
10-15% in pension funds to boost in- 
come, citing a yield of 3.1% on General 
Motors bonds and 4% on the preferred. 
Mr. Farr compared the price movement 
of DuPont 314% preferred with Victory 
21s and found that the 40% additional 
income from the stock and the parallel 
prices warranted the industrial commit- 
ment. A vital element is the manage- 
ment’s philosophy toward the company’s 
capital structure. If the preferred is 
created and considered as the senior 
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security rather than one step in build- 
ing up a debt pyramid, it deserves con- 
sideration, he emphasized. Mr. Palmer 
remarked that the enactment of the divi. 
dend credit provisions now under dis- 
cussion would mean a 25% plus to 
high-grade preferreds and could raise 
the market level of this group quite 
substantially. 


The panel discussed the attractiveness 
of tax-exempt bonds under reduced tax 
rates and with the prospect of a large 
supply over the next few years, relative 
to the beneficiary’s tax bracket. Mr. 
Farr thought that a 40% bracket now, 
and perhaps a higher range in the event 
of enactment of the pending dividend 
credit, might justify this medium, con- 
sidering that tax-exempt 214% Hous- 
ings mean about 4% to a taxpayer in 
this range. Mr. Bodwell felt that such a 
decision would depend upon circum- 
stances and might run from 35-40% to 
65-70%. Mr. Thieme mentioned that the 
bank’s management fee should properly 
be a part of the equation and remarked 
in passing that he would not favor long 
maturities because he is not entirely 
convinced that we have seen the last 
of inflationary forces. 


Opinion was divided upon the invest- 
ment in governments of funds ear- 
marked for reserve stock purchases, 
some advocating short-terms, some long- 
terms because of loss of income over, 
perhaps, an extended period, with Mr. 
Bodwell asserting that such a practice 
worked a hardship upon the account 
and that he therefore did not favor its 
use. Mr. Farr held that deferred buying 
which might produce a 20-30% lower 
cost level more than compensated for 
the loss in income or principal set aside 
for this purpose. 


Common Stock and Group Selections 


The final question was double- 
barreled, designed to smoke out the 
specific preferences of the members in 
the common stock field. The first part 
assumed a new large account 100% in 
common stocks to be cut back to 60%; 
what should be sold? The second half 
requested a list of industry groups and 
individual stocks for a large new unre- 
stricted account opened in cash. 


On the first part, opinion was quite 
generally on the side of wanting to see 
the portfolio composition and percen- 
tages rather than generalize on groups. 
Mr. Daniel held for elimination of all 
but defensive holdings until the outlook 
became clearer, such as utilities, con- 
sumer goods and stocks with proven 
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dividend records. Mr. Farr particularly 
favored reducing the “favored 50” 
stocks so prevalent in mutual funds, 
stressing that “top blues” were often 
too high relative to other excellent 
vehicles and specifically mentioning 
General Electric in this category. Over- 
confidence is also rampant in public 
utility commons, in his opinion, now 
selling on average to yield 5.2% with 
only 1.15 coverage of dividends while 
the preferreds with 2.5 coverage are 
available around 4.4%. 


Investmentwise, Mr. Perley favored 
companies with research and growth 
elements in their makeup, also men- 
tioning oils, some foods and tobaccos 
at current levels. Mr. Thieme nominated 
the electronic stocks, Minneapolis-Hon- 
eywell, Union Carbide, Dow Chemical, 
Ingersoll-Rand, Link Belt, some of the 
rubbers, International Paper, Container 
Corp., and producers of crude oil on 
balance, such as Standard Oil of Cali- 
fornia and Ohio Oil. Mr. Bodwell elected 
representation in stable consumer lines 
with growth potentials, some oils, 
chemicals and the tobaccos. Mr. Palmer 
predicted that the blue chips would 
continue to be the prime investment 
media for some months ahead and ad- 


vised sticking to them because the lesser 
lights are not sufficiently cheaper to 
compensate for the increased risk. In 
the autoparts field, in his opinion under- 
valued for some years past, he men- 
tioned Eaton Manufacturing, also the 
rubbers, Sears Roebuck, General Mo- 
tors, several oils, Continental Can, 
United States Fidelity and Guarantee 
Co. and some finance companies. 


Mr. Farr in conclusion took a re- 
newed dour look at the high-priced 
favorites, warning that capitalization 
of projected profits over a term often 
placed them in a vulnerable position 
and that, if things go awry, the premium 
evaporates quickly. Air Reduction, 
once a “cerulean blue chip” is an ex- 
ample. For stability and long-term 
growth, Mr. Farr mentioned insurance 
companies writing casualty and general 
lines and he also pointed out that un- 
usual conditions sometimes find com- 
panies out of line with sound values, 
such as the stock of Cincinnati Milling 
Machine Co. several months ago selling 
at its annual pre-tax earnings. The les- 
son, he said, is that our -worst fears 
seldom materialize but we must be on 
guard against what we accept with com- 
placency. 
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P TO THE OUTBREAK OF WORLD 

War II the primary concern of 
trustees was preservation of capital and 
obtaining the current rate of return on 
prime investments. The problem of pro- 
tecting the life tenant or the remainder- 
man against depreciation of purchasing 
power and of seeking tax-free income 
was not of particular importance. Dur- 
ing the ‘30’s and in the early years of 
the war the exceedingly low rate of in- 
terest on high-grade bonds was of seri- 
ous concern and many trust officers 
endeavored to overcome this difficulty 
through the acquisition of highgrade 
preferred and sound common stocks. 


At the end of the war the accumulated 
inflationary forces held in check through 
price and wage controls came to the 
fore. Commodity prices began to rise 
sharply with the result that in 1948 the 
purchasing power of the dollar was 
42% lower than in 1939. This of neces- 
sity caused a considerable change in in- 
vestment policies of trustees. Many real- 
ized that by merely preserving the cor- 
pus in terms of dollars they did not 
completely fulfill their obligation as fi- 
duciaries and that protection of the 
purchasing power of the trust fund was 
of great importance. Many states also 
recognized these basic developments and 
in some, as in the State of New York, 
legislation was enacted to enable trus- 
tees to invest a certain percentage of the 
corpus in common stocks even where 
the trustor did not make such specific 
provision.As a result of these develop- 
ments trust companies became more and 
more stock-minded and equities during 
the last few years have played a grow- 
ing role in their investment programs. 


Situation Today 


Economic conditions in the United 
States today are entirely different from 
those after the termination of World 
War II. The economic vacuum created 


From address before Mid-Winter Trust Confer- 
‘ence, Feb. 9, 1954. 
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by war has been filled. Our productive 
capacity has risen to where it can meet 
all present demands for national de- 
fense as well as the requirements of a 
growing population with a rising stand- 
ard of living. The boom has come to an 
end, the sellers’ market has given way 
to a buyers’ market, competition is keen 
and margins of profit are tending to 
decline. 


The international political situation 
also has undergone a notable change. 
Two or three years ago there was a 
real threat of war but this is rapidly 
receding, partly due to the increased 
economic and military strength of the 
free world, notably of the United States, 
and partly to the inherent weakness and 
contradictions from which the Soviet 
Union and its satellites are suffering. 


The dangers of inflation have receded 
and a period of relative stability in the 
dollar has set in. While nobody can 
predict how long this situation will last, 
experience has shown that strong infla- 
tionary forces take root in the United 
States only as a result of a major war. 
Since such a catastrophe under present 
conditions is not to be expected and 
since the productive capacity of the 
country is great indeed one may reach 
the conclusion that at least in the imme- 
diate future the protection of purchas- 
ing power in new trust investments need 


“Mother, I'd like you to meet a 
potential return on your investment” 













not play the same role as during the 
past few years. 







Business Outlook 





One of the prime problems confront- 
ing trust officers is the impact of future 
business developments on the prices of 
equities and bonds. This naturally in- 
volves an analysis of the outlook for 
business in general and of the money 
and capital markets in particular. 








The economy of the United States is 
now in the midst of a readjustment. 
Business activity has decreased, unem- 
ployment has increased and corporate 
profits in the third quarter of 1953 were 
somewhat lower than during the second 
quarter. A careful analysis, however, of 
the economic forces operating in the 
country leads to the conclusion that a 
sharp decline in business accompanied 
by large-scale unemployment is not in 
the making. This conclusion is based 
not so much on what measures the 
Federal government may adopt but 
rather on the strength of the American 
economy, which is sound and growing 
and no abuses of any importance have 
occurred in any sphere of economic 
activity. The economic security of the 
people is widespread and greater than 
ever before. While private indebtedness, 
notably consumer credit and mortgage 
indebtedness, have increased consider- 
ably they are not out of line with the 
growth of other economic indices such 
as disposable income and total savings. 
Increased growth in private indebted- 
ness may indicate that increased eco- 
nomic security of many individuals and 
families has played an important role 
in their willingness to mortgage their 
future income in order to meet present 
requirements. The dynamism of the 
American economy is based on the fact 
that the population is growing, the 
standard of living is rising and that 
billions of dollars are spent annually on 
research which leads to the production 
of new products and the creation of 
new wealth while at the same time 
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undermining the value of some older 
products. 


The present readjustment is not likely 
to last long nor be very serious in 
character. It will, however, be marked 
by increased competition which may 
become keener than ever before and by 
a reduction in profit margins. Manage- 
ment will play a more important role 
in successful operation than during the 
last twelve years. From the above one 
may conclude that the long-range out- 
look for equities is favorable. However, 
it clearly indicates that selectivity in 
investment is now more important than 
during the past decade. This is so be- 
cause the American economy is dy- 
namic, and such an economy creates 
new values while at the same time de- 
stroying old values. Just as the coming 
of the automobile undermined and ulti- 
mately destroyed the value of inter- 
urban transit securities so new develop- 
ments in the making may undermine the 
values of securities today considered 
prime investments for trust funds. While 
these developments do not take place 
overnight yet their speed today is 
greater by far than in the past and this 
increases the responsibility in selecting 
securities of the trust investment officer 
upon whose judgment the welfare of so 
many individuals depends. 


In the selection of equities the trust 
investment officer under present condi- 
tions would be well advised to purchase 
companies which have not only good 
management but well established prod- 
ucts not threatened by new products. 
Emphasis should be laid on corporations 
which have demonstrated ability to earn 
and pay dividends in both good and 
bad times and whose activities will grow 
with the population and the rise in its 
standard of living. 


Bond Market 


In the bond market too a considerable 
change has taken place during 1953. 
Early in the year almost every trust 
fund showed depreciation in its high- 
grade bond account and almost every 
trust officer was asking “what price 
safety?” but the atmosphere today is 
entirely different. It has been realized 
that the rise in money rates which set 
in shortly after the war was not a long 
secular trend but rather a cyclical move- 
ment which temporarily interrupted the 
long downward trend. The increase dur- 
ing 1952 and up to about the middle of 
1953 was primarly the result of the 
great demand for capital from the pri- 
vate sector of the economy and because, 
in spite of high business activity, the 
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government because of large defense 
expenditures was forced to operate with 
a deficit. The rather sharp decline in 
prices of high-grade bonds in the early 
part of 1953 was further accentuated by 
Reserve credit policies and by the 
Treasury debt management policy. Once 
the monetary authorities realized that 
inflation dangers had receded, that the 
peak of the boom had passed and that 
business was at the beginning of a 
downward readjustment, their policies 
underwent a notable change and this 
was immediately reflected in prices of 


high-grade bonds. 


Interest Rate Trend Down 


The secular trend of interest rates 
since the end of World War I has been 
downward, although on several occa- 
sions the downward trend was inter- 
rupted by short-term cyclical swings. 
The upturn in interest rates in 1928-29 
was the result of speculation in securi- 
ties with bank credit, which pushed 
short-term rates up and indirectly had 
a bearing on long-term yields. From 
1948 to the middle of 1953 money rates 
again witnessed a cyclical up swing, 
caused mainly by the huge demand for 
capital from the private sector of the 
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economy and the fact that, despite the 
high level of business activity during 
1950-52, the government, because of 
huge military expenditures, was not able 
to balance its budget. The credit poli- 
cies of the Reserve authorities as well 
as the debt management policy of the 
new Administration also contributed to 
the recent upward movement of inter- 
est rates. The short-term cyclical swing 
came to an end around the middle of 
1953 and the long-term downward trend 
is again in evidence. 


The principal forces in the money 
and capital markets which contribute 
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‘dividend No. 264 of 
fifty cents (50¢) per 
share was declared 
& by the Board of Di- 


rectors out of past 
earnings, payable on 
April |, 1954, to 
stockholders of rec- 
ord at the close of 
business March 15, 
1954. 


F. DUNNING 
Executive Vice-President 
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Common and 
Preferred Stock Dividends 


The Board of Directors of 
Safeway Stores, Incorpo- 
rated, a Maryland Corpo- 
ration, on January 26, 1954, 
declared the following 
quarterly dividends: 

























60¢ per share on the 
Company’s $5.00 par 
value Common Stock. 


$1.00 per share on its 
4% Preferred Stock. 


Common Stock dividends and 
dividends on the 4% Preferred 
Stock are payable April 1,1954 
to stockholders of record at 
the close of business March 
3,1954. 


MILTON L. SELBY, Secretary 
January 26, 1954 













to lower money rates may briefly be 
summarized: 1) Individual savings are 
very large. Liquid savings, consisting 
of cash, deposits with commercial and 
savings banks and government obliga- 
tions, convertible into cash at a mo- 
ment’s notice, increased from $148 bil- 
lion at the of 1945 to $213 billion in 
September 1953. 2) Contractual savings, 
which cannot readily be spent by the 
individual, are also large and steadily 
increasing. The total volume of life in- 
surance in force increased from $156 
billion at the end of 1945 to $304 bil- 
lion at the end of 1953. Pension funds 
are rapidly growing and the funds in- 
vested by them are playing an increas- 
ingly important role in the capital mar- 
ket. 3) The negative savings of individ- 
uals, i.e., the repayment of outstanding 
debt, is more important today than ever 
before, primarily because private in- 
debtedness is so much larger. 


These factors clearly indicate that 
funds at the disposal of institutional in- 
vestors are bound to grow rapidly in 
the future. The United States is rapidly 
becoming a nation of middle-class 
people, which means the purchase of 
more life insurance and a growing field 
for trust companies. The number of es- 
tates left by individuals is bound to 
grow even though, because of the tax 
factor, the size of individual estates will 
decrease. 


Corporate Savings Important 


Not only are the savings of ‘individ- 
uals large but corporate savings since 
the end of the year have also been sub- 
stantial. American corporations have 
adopted a policy of paying out on the 
average less than half their earnings in 
dividends. The rest is retained and used 
for enlargement, modernization of 
equipment or for increasing working 
capital. Depreciation is also playing an 
increasing role as an internal source of 
capital, and if Congress should ease 
depreciation provisions of the Internal 
Revenue Code it will be of even greater 





importance in the future. It therefore 
appears that corporations, as in the im- 
mediate past, will continue to depend 
to a large extent on internal sources of 
capital. 

Moreover, sinking fund operations on 
outstanding bonds provide for constant 
repayment of outstanding debt to pre- 
sent bondholders, who in turn are forced 
to seek new outlets for their funds. 
Similarly, the amortization of mortgages 
supplies a growing supply of funds seek- 
ing outlet in new mortgages. The capac- 
ity to save in the United States is great 


SOCONY—VACUUM 
OIL COMPANY 


INCORPORATED 


Dividend 
No. 172 


January 
26, 1954 


The Board of Directors today 
declared a quarterly dividend of 
50¢ per share on the outstand- 
ing capital stock of this Com- 
pany, payable March 10, 1954, 
to stockholders of record at 
the close of business February 
5, 1954. 


W.D. BickuHaM, Secretary 


THE FLINTKOTE COMPANY 


NEW YORK 20, 


A quarterly dividend of $1.00 per 
share has been declared on the 
$4Cumulative Preferred Stock 
payable March 15, 1954, to stock- 
holders of record at the close of busi- 
ness March 1, 1954. 

A quarterly dividend of $.50 per 
share has been declared on the 
Common Stock payable March 
10, 1954, to stockholders of record at 
the close of business Feb. 24, 1954. 


CLIFTON W. GREGG, 
Vice-President and Treasurer 


Feb. 3, 1954 












CITIES SERVICE COMPANY 
Dividend Notice 


The Board of Directors of Cities Service Company has 
declared a quarterly dividend of one dollar ($1.00) per 
share on its $10 par value Common stock, payable March 
8, 1954, to stockholders of record at the close of business 


February 11, 1954. 







ERLE G. CHRISTIAN, Secretary 
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and hence, except in periods when busi- 
ness activity is very high and the gov- 
ernment is operating with a deficit and 
thus has to borrow in the open market, 
the supply of funds seeking an outlet 
js usually as great as, and often greater 
than, the demand for new capital. 


IBM INTERNATIONAL BUSINESS 
rave marx MACHINES CORPORATION 
590 Madison Ave., New York 22 


The 156th Consecutive 
Quarterly Dividend 


The Board of Directors of this Corporation has 
this day declared a dividend of $1.00 per share, 
payable March 10, 1954, to stockholders of 
record at the close of business on February 17, 
1954. Transfer books will not be closed. Checks 
prepared on IBM Electric Punched Card 
Accounting Machines will be mailed. 

A. L. WILLIAMS, Vice Pres. & Treasurer 
January 15, 1954 


Union CarpBiveE 


AND CARBON CORPORATION 


UCC 


A cash dividend of Fifty cents 
(50¢) per share on the outstanding 
capital stock of this Corporation 
has been declared, payable March 
2, 1954 to stockholders of record at 
— of business February 5, 


KENNETH H. HANNAN, 


Secretary and Treasurer 











American-Standard 


PREFERRED DIVIDEND 
COMMON DIVIDEND 
A quarterly dividend of $1.75 per share 
on the Preferred Stock has been de- 
clared, payable March 1, 1954 to 
stockholders of record at the close 
of business on February 23, 1954. 

A dividend of 25 cents per share on 
the Common Stock has been declared, 
payable March 24, 1954 to stockholders 
of record at the close of business on 
February 23, 1954. 


AMERICAN RADIATOR & STANDARD 
SANITARY CORPORATION 


JOHN E. KING 
Vice President and Treasurer 








PREFERRED DIVIDEND 
A regular quarterly dividend of $1.06 per 
share on the cumulative preferred stock, 
414% Series, and of $1.1875 per share on 
the cumulative preferred stock, 434% 
Series, of this Company has been de- 
clared. payable March 1, 1954, to stock- 
holders of record at the close of business 
February 15, 1954. 

COMMON DIVIDEND No. 71 

A quarterly cash dividend of 30¢ per share 
on the common stock of this Company, 
has been declared, payable March 10, 
1954, to stockholders of record at the 
close of business February 15, 1954. 

W. W. WHITNELL, 
February 2, 1954 Secretary 


NATIONAL CYLINDER 
GAS COMPANY 


FepruARY 1954 


Lower 1954 Capital Demand 


The demand for capital in 1954 will 
be substantial but, unless the govern- 
ment operates with a large deficit or 
offers a considerable amount of long- 
term government securities in exchange 
for maturing obligations, it should not 
be larger than the supply. This conclu- 
sion is based on the following: the de- 
mand for capital by corporations in all 
probability will be somewhat smaller 
than in 1953. Capital expenditures have 
been carried out on a large scale since 
the end of the war and the productive 
capacity of the country is indeed great. 
Under these circumstances one may ex- 
pect, particularly in view of the fact 
that the economy is in the midst of a 
readjustment, that capital expenditures 
in 1954 will decline somewhat. Should 
Congress pass legislation modifying de- 
preciation provisions the demand for 
new capital from external sources could 
be further decreased. 


The demand for home mortgages is 
bound to be large. It is generally be- 
lieved, however, that unless measures 
are taken by the Administration to stim- 
ulate home building the number of home 
starts in 1954 may be less than in 1953. 
The volume of tax-exempt securities will 
also undoubtedly be great, particularly 
since the Administration will probably 
adopt measures to stimulate public 
works. What the supply of long-term 
government securities will be is yet un- 
known. Although the Budget Message 
envisages only a relatively small deficit 
for the fiscal year 1954-55, its actual 
size will depend on actions of Congress 
which, of course, no one can predict. 


The money and capital markets. will 
also be greatly influenced by the policies 
of the Reserve authorities and the 
Treasury. The policies of the Reserve 
authorities will be guided primarily by 
the state of business activity. A down- 
turn in business, particularly if accom- 
panied by an increase in unemployment, 
is bound to lead to a more aggressive 
credit policy. It could be in the form 
of lowering reserve requirements, which 
would increase excess reserve balances, 
or through more aggressive open mar- 
ket operations followed or accompanied 
by a reduction of the discount rate. 
Lowering of reserve requirements would 
undoubtedly stimulate purchases of gov- 
ernments as well as of tax-exempt se- 
curities by the commercial banks. 


The credit policies of the Reserve 
authorities could also remain passive 
and still have a favorable influence on 
business activity. For example, the Re- 


THE TEXAS COMPANY 
206th—— 


Consecutive Dividend 


A regular quarterly dividend of 
seventy-five cents (75¢) per share 
on the Capital Stock of the Com- 
pany has been declared this day, 
payable on March 10, 1954, to 
stockholders of record at the close 
of business on February 5, 1954. 
The stock transfer books will re- 
main open. 
Rosert FisHEer 


January 22, 1954 Treasurer 


llied 


hemical 


Quarterly dividend No. 132 ot 
Sixty Cents ($.60) per share 
has been declared on the Com- 
mon Stock of Allied Chemical 
& Dye Corporation, payable 
March 10, 1954 to stockholders 
ot record at the close of busi- 
ness February 11, 1954. 


W. C. KING, Secretary 
January 26, 1954. 


Southern California 
Edison Company ° 


DIVIDENDS 


CUMULATIVE PREFERRED STOCK 
4.08% SERIES 
DIVIDEND NO. 16 


CUMULATIVE PREFERRED STOCK 
4.88% SERIES 
DIVIDEND NO. 25 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 

25 cents per share on the 
Cumulative Preferred Stock, 
4.08% Series; 

3014 cents per share on the 
Cumulative Preferred Stock, 
4.88% Series. 

The above dividends are 
payable February 28, 1954, to 
stockholders of record Febru- 
ary 5, 1954. Checks will be 
mailed from the Company's 
office in Los Angeles, February 
28, 1954. 


P. C. HALE, Treasurer 
January 15, 1954 





serve authorities could refrain from 
counteracting the return flow of cur- 
rency from circulation or an inflow of 
gold or the conversion of required re- 
serves into excess reserves brought about 
through a reduction in the volume of 
commercial loans. Irrespective of the 
specific measures the Federal Reserve 
authorities may adopt, it is fairly cer- 
tain that so long as the economy is in 
the midst of a readjustment and not 
operating at capacity and there is con- 
siderable unemployment, they will en- 
deavor to keep the money market com- 
fortable in order to stimulate lending 
and investing. 


Commercial Bank Investment 
Policies 


The investment policies of commer- 
cial banks will be influenced largely by 
the policies of the Reserve authorities 
and the demand for loans. The creation 
of additional excess reserve balances 
will lead to an increase in bank demand 
for securities. 


The demand for loans will be subject 
to a number of influences. The forces 
leading to a decrease in loans are decline 
in business activity, effort to liquidate 
inventories, repeal of the Excess Profits 
Tax, and the possibility that consumer 
credit may decrease. The forces that 


may lead to an increase in the volume 
of loans are the possibility of increased 
tax borrowing as well as greater depend- 
ence by industry on the banks through 
deterioration in the quality of the work- 
ing capital. One may therefore conclude 
that during 1954 the banks may become 
larger buyers of securities than before 
which will contribute to the downward 
trend in money rates. 


The conclusion therefore on interest 
rates is that the long-term trend is still 
downward. Although the secular trend 
is often interrupted by short-term cycli- 
cal swings, in the period immediately 
ahead the cyclical swing will be more 
pronounced on the down side. Under 
such circumstances it appears advisable 
to acquire long-term bonds now. Should 
the downward swing continue too far, 
then shorter-term obligations will be- 
come more attractive to buy and hold 
until the abnormal swing has passed. 


Conclusion 


Investment policies of trust companies 
are based on reasonable judgment, 
which involves an analysis of economic 
forces. With stable purchasing power, 
trust companies were primarily con- 
cerned with the preservation of the es- 
tate in terms of dollars and obtaining 
a reasonable return. When wartime in- 


Bank Stocks 


Our analysis of the 1953 year-end reports of a group 


of outstanding banks is completed and now available. 


A copy will be sent free upon request. 


We deal actively in bank shares and are prepared to 


buy or sell in large or small blocks at net prices. 


Blyth & Co., Inc. 


New York - San Francisco - Cuicaco - Los ANGELES - SEATTLE * PorTLAND 


Boston - 
LovIsvILLE Derroir - 


SACRAMENTO + FRESNO - 


SPRINGFIELD * PHILADELPHIA * PITTSBURGH * 
MINNEAPOLIS 


San Jose + 


CLEVELAND * INDIANAPOLIS 


SPOKANE + OAKLAND Eureka 


PasaDENA + San DiEGO 


flationary pressures caused the purchas. 
ing power of the dollar to decline, in. 
vestment officers realized that mere es. 
tate preservation was not sufficient and 
protection against loss of purchasing 
power became important in trust plan. 
ning. In a period of rising commodity 
prices equities play a more important 
role than in more normal periods. 


The forces of inflation have run their 
course. The great pent-up demand cre- 
ated by the war and its aftermath has 
been met. The productive capacity of 
the country is greater than ever before 
and competition is keen and likely to 
become even keener in the immediate 
future. Moreover, the economy is in 
the midst of a readjustment which, while 
it may not last long nor be very seri- 
ous, can have an adverse effect on earn- 
ings of corporations and hence on 
values of equities. The economy today 
is perhaps more dynamic than ever be- 
fore, which means constant creation of 


‘new values and undermining of old 


values. Under present conditions, there- 
fore, the pressure on investment officers 
to invest in securities providing a hedge 
against inflation is not as great as up 
to the middle of 1953. On the other 


hand, in a dynamic economy selectivity 


of equities becomes a factor of the ut-] 


most importance. 


The decline in business activity has 
had its impact on movement of interest 
rates. The cyclical upward swing which 
set in around the middle of 1950 has 
come to an end and the long-term down- 
ward trend has resumed its course. It is 
also likely that demand for capital by 
the private sector of the economy in 
1954 may be somewhat smaller than in 
1953. If the Administration is able to 
operate within the budget proposals of 
the President for the coming fiscal year, 
new borrowing by the government will 
not play an important role in the capital 
market. Debt management, however, 


can influence considerably the trend of 


long-term bonds. 


The American economy is a sound 
and growing one and the period of 
continuous increases in individual and 
corporate taxes seems to have come to 
an end. Based on the rapid growth in 
population, the steady rise in the stand- 
ard of living, and the huge amounts 
spent on research leading to the creation 
of new products, one is warranted in 
the conclusion that the upturn which 
will set in, once the present readjust- 
ment is over, will bring the economy to 
new, higher levels than prevailed at the 


peak of 1953. 
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Only STEEL can do so many jobs so well 


poo bas J Sta aes 


World’s Largest Double Swing-Span Bridge. 
The George P. Coleman Memorial Bridge spans 
the deep, swift York River between historic York- 
town and Gloucester Point, Va. Two 500-foot 
swing-spans, each weighing 1,300 tons, pivot ho~i- 
zontally on piers 44 feet in diameter, swinging 
open simultaneously to provide a 450-foot free- 
way that can accommodate the passage of even 
the largest vessel. This 3,750-foot-long bridge was 
fabricated and erected by U. S. Steel. 


Ready to Roll. trains 

move faster today, they 

carry heavier loads, they 

cover longer distances. 

This puts a premium on 

durability and safety in t-e 

‘ wheels they roll on. U. S. 

Landing at Sea. When a fighter pilot lands his plane on a flat- Steel has been a leading 

top, one of his biggest problems is stopping the plane. To help manufacturer of wrought 

him, a hook attached near the plane’s tail engages one of the steel wheels for 47 years, 

galvanized wire cables, mounted on spring brackets, that stretch has helped to bring the art 

across the deck. The resiliency of the cable, plus the bracket of wheel-making to its 
action, helps the plane to stop promptly and safely. present high level. 


UNTTED STATES STE EL susan icp pet ety sm 


For further information on any product mentioned in this advertisement, write United States Steel, 52£ William Penn Place, Pittsburgh 30, Pa. 
AMERICAN BRIDGE + AMERICAN STEEL & WIRE and CYCLONE FENCE - COLUMBIA-GENEVA STEEL + CONSOLIDATED WESTERN STEEL - GERRARD STEEL STRAPPING - NATIONAL TUBE 
OIL WELL SUPPLY + TENNESSEE COAL & IRON + UNITED STATES STEEL PRODUCTS - UNITED STATES STEEL SUPPLY ~- Divisions of UNITED STATES STEEL CORPORATION, PITTSBURGH 

UNITED STATES STEEL HOMES, INC. - UNION SUPPLY COMPANY - UNITED STATES STEEL EXPORT COMPANY + UNIVERSAL ATLAS CEMENT COMPANY 4-290-B 


Fepruary 1954, 12t 








ANGLES OF 1954 Economy 


We now have a fairly large body of 
opinion from economists and analysts 
as to the American economic outlook 
in 1954. It is admitted that we have 
been in a recession since the fall of 
1953 but the decline has been gradual. 
A majority of economists at a recent 
meeting of the American Economic 
Association were of the opinion that 
this phase would end late this year or 
soon after, with a chance of a period 
of firmness in the middle of the year. 
There is rather general agreement that 
nothing like 1932-1933 is going to 
develop. 


One of the strongest sustaining influ- 
ences is the continuing high level of 
construction despite having been at 
boom level for years. The Department 
of Commerce recently estimated total 
new construction this year, public and 
private, at $34 billion against approxi- 
mately $34.7 billion in 1953. 


Much of the decline in the Federal 
Reserve Board’s index stems from in- 
ventory liquidation. Accumulation of in- 
ventory ended in September 1953 and 
in the last quarter there was no change. 
The current business situation, there- 
fore, represents essentially a decline in 
inventory buying carrying through into 
1954. Actual demand from the consum- 
ing public for goods and services, how- 
ever, is holding very close to peak 
levels. 


By the end of December the Federal 
Reserve Board’s index was down to 127, 
5% below December 1952. With a mild 
drop in January, we may get a figure 
between 125 and 126. The bulk of the 
decline has been in durables. In fact, 
the hope has been that the continued 
heavy buying of non-durables would 
cushion this decline. In December dur- 
ables were off 6%, non-durables up 3% 
with about half of the gain in apparel 
and general merchandise which consti- 
tute more than 60% of department and 
retail store sales. 


128 


There is little doubt that in the first 
half year one of the major influences to 
affect business sentiment and especially 
stock market prices, will be news from 
Washington. The Administration is very 
plainly committed to a policy of soften- 
ing the recession. In fact, it has pretty 
deliberately talked it down. But their 
program is also aimed at providing a 
stimulus as shown in the proposal to 
ease taxes on dividend income. Of 
course, the answer of the opposing party 
is that the move is aimed at helping 
the rich but it is a good deal bigger 
proposition than that. It should bring 
about a freer flow of equity capital for 
expansion which has been very largely 
financed from undivided earnings, de- 
preciation and borrowings. The capital 
gains tax, almost punitive in its appli- 
cation, may also be partially modified. 


Another Administration proposal 
provides for depreciation up to two- 
thirds of the value of the property in 
the first half of the life of the property. 
This could mean a marked stimulus to 
growth of office building and manufac- 
ture of mechanical equipment. Not all 
of the Administration’s proposals are 
designed as an offset to depression but 
are aimed at freeing private enterprise 
so that it will have stature, room and 
background to continue to grow. 


The present pause in the business 
cycle, whether a depression or some- 
thing more serious, is a healthy correc- 
tive of 12-14 years of steady expansion. 
It should eliminate and correct the two 
weakest factors, namely, too large in- 
ventories and too great extension of 
consumer credit. The real answer to 
what happens in 1954, however, will be 
supplied by the consumer. So far he 
isn’t frightened, he continues to buy. 
But he is buying more intelligently and 
with a continued insistence that the 
goods and services for which he pays 
represent sound value. 


GeorcE G. Bass 
HARRIS, UPHAM & CO. 


CrucitaAL YEAR FOR Utiniry EARNINGS 


By the nature of their business, the 
utilities have little to fear from a one- 
year recession as they continue to reap 
the benefits of new appliances for a full 
twelve months after installation. While 
this phenomenon is most obvious in 
residential and commercial service class- 
ifications, it is also true in the case of 
sales to industrial customers who have 
completed expansion and modernization 
programs. These delayed benefits have 
resulted in continued gains in electric 


output despite declining indices in most 
other lines. If, however, business activity 
continues to decline for more than a 
year, its effects will undoubtedly be 
more fully reflected in the consumption 
of electricity. 


Prospects for utility earnings during 
the first half of the year, therefore, are 
moderately favorable although they un- 
doubtedly will not show the wide in- 
creases of a year ago when many com- 
panies were still benefitting from rate 
increases. The second half, however, 
may present an entirely different pic- 
ture depending on whether or not in- 
dustrial activity reverses the present 
downward trend. 


The utility industry is in the best 
position to meet the expanding demand 
for electricity, which would undoubtedly 
accompany a recovery in business activ- 
ity, that it has been at any time since 


the end of World War II. Generating 


, capacity is now close to 15% above 


present peak loads and almost half con- 
sists of high efficiency units installed 
since the end of the war. Since most 
earlier plant deficiencies have been cor- 
rected by large expansion programs, 
utilities will soon be able to cut back 
their construction programs to more 
normal growth, while cash generated 
through deferred income taxes on facili- 
ties certified for rapid amortization 
should further help to reduce the amount 
of new financing which has been so 
burdensome during the past few years. 


At the same time, it is self-evident 
that the rapid postwar expansion has 
weakened the industry’s ability to with- 
stand a prolonged period of declining 
business activity. The present 15% re- 
serve capacity might increase to 20% 
or 25% should demand fail to expand 
as rapidly as new facilities are com- 
pleted this year and would present the 
problem of supporting a large amount 
of capital in the idle plants. In addition, 
a decline in the load factor would in- 
crease the difficulties of reducing oper- 
ating expenses to offset a decline in 
revenues, while depreciation charges 
and general taxes will continue to in- 
crease regardless of demand. There is 
also the problem created by the policy 
many companies have followed of capi- 
talizing interest during construction. 
This credit has not been uniform 
throughout the industry but has been 
an increasingly important factor in the 
earnings of many companies and may 
be difficult to make up if it is lost at a 
time when demand is not expanding. 


One other factor difficult to appraise 
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is the possibility that a prolonged de- 
cline in industrial activity might result 
in a doubling up of families and loss 
of residential customers. In the past, 
this has been overcome by the growth 
and development of the industry reach- 
ing out to serve a larger and larger 
percentage of the nation’s homes. With 
97% of the homes now served, however, 
there is little room for further saturation 
to offset a possible temporary merging 
of families. Such a trend might be par- 
ticularly noticeable in some of the more 
recently developed industrial areas 
where the population has increased 
rapidly. 


The current year is one which defies 
prediction. So far as the utilities are 
concerned, however, it may be a fateful 
one. It holds out the hope of a fuller 
realization of the benefits of the expan- 
sion of recent years; but, at the same 
time, it threatens to uncover an over- 
expanded plant and all the problems of 
the industry’s inelastic costs. Because of 
the momentum which will carry through 
the first half of the year and the normal 
lag in any subsequent recovery, full 
year earnings will probably show little 
change from those of 1953. The im- 
portant factor, however, will be the 
trend in the second half which will 
probably indicate the direction of a 
significant change in 1955 earnings. 


W. T. Hype, Jr. 
JOSEPHTHAL & CO. 


BENEFICIARIES OF UtTiLiry GROWTH 


Since World War II one of the key 
indices of the rate of economic growth 
has been the amazing (to those brought 
up in the 1930’s on the concept of the 
economic maturity of the United States) 
expansion of the demand for electric 
power. In the seven year period from 
1946-1952, the electric utilities, includ- 
ing public and private power, doubled 
their effective capacity. It now appears 
probable that, within the next ten years, 
there must be built and installed as 
much electrical generating equipment as 
has been put in place in the industry’s 
past 75-year history. 


What are the compelling factors 
which can create this staggering $50 
billion outlay for utility plant and 
equipment? 


l. The need to provide electric 
power for a population expected to ex- 
pand to 165 million by 1965. 


2. New appliances creating new load 
demands — air-conditioning, freezers, 
automatic laundries and dryers, dish 
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washers, and television; as well as in- 
creasing numbers of now standard 
appliances. 


Between 1946 and 1952 the annual 
average use of electricity per residential 
customer in the United States increased 
from 1,329 KWH to 2,169 KWH or 


about 8% per year. 


3. The continuing trend 
automation in industrial plants. 


toward 


4. The metallurgical processes used 
in producing some of the newer metals 
such as titanium, zirconium and others, 
which require large amounts of electric 
power. Electric power will also be 


needed in the separation and prepara- 
tion of taconite ores. 


5. The Atomic Energy program 
which by 1958 may be taking 50 billion 
KWH. 


6. The need of the industry itself 
to build its capability reserve from its 


present average of about 11° of peak 
load, to one of 15% to 22%. 


Inherent in this projected program of 
expansion of generating capacity are 
implications of rather awesome magni- 
tude for every industry and company 
serving the utilities. The $5 billion 
annual average expenditure on plant 


Tae Pusuic Nationat Bank 


AND TRUST COMPANY 
of NBW YORK 


Main Office 


37 Broad Street 


CONDENSED STATEMENT OF CONDITION — DECEMBER 31, 1953 


DIRECTORS 


EDWARD F. BARRETT 
Chairman, 
Long Island Lighting Co. 


ALFRED C. BEROL 
President, 
Eagle Pencil Company 


PERCY N. EDWARDS 
Secretary and Treasurer, 


New York Telephone Co. 


DeCOURSEY FALES 
President, 
The Bank for Savings 
in the City of New York 


JAMES F. FARRELL 
Senior Vice-President 


E. CHESTER GERSTEN 
President 


WILLIAM J. KISSELL 
Vice-President 


LEE T. MELLY 
Vice-Chairman and Treas., 
Ward Baking Company 


WALTER E. MEYER 
New York City 


HENRY L. MOSES 
Moses & Singer 


JOSEPH V. SANTRY 
Chairman, 
Combustion Engineering, Inc. 


BENJAMIN P. SCHOENFEIN 


Vice-President 


SAMUEL J. SILBERMAN 
President, Consolidated 
Cigar Corporation 


HENRY B. SINGER 
Moses & Singer 


JACOB SPERBER 
President, 
Jacob Sperber, Inc. 


Other Assets 


Surplus 


Undivided Profits ... . 
Dividends Payable January 4, 1954: 


Regular 
Extra 


Acceptances 


State and Municipal Securities 
Other Securities 


F. H. A. Insured Loans and Mortgages 
Customers’ Liability for Acceptances. . . 
Stock of the Federal Reserve Bank 
Banking Houses 

Accrued Interest Receivable 


Unearned Discount 
Reserved for Interest, Taxes, Contingencies 


Less: Own in Portfolio . 
Other Liabilities 


RESOURCES 


$153,737,409.99 
91,222,015.29 
28,466,937.82 
3,559,517.92 
258, 764,563.47 
3,226,397.96 
3, 127,478.21 
901,500.00 
2,274,621.87 
708,519.71 
352,206.02 
$546,341, 168.26 
LIABILITIES 


$13,234,375.00 
16,815,625.00 
30,050,000.00 


12,517,722.79 $42,567,722.79 


$378,125.00 
189, 567,187.50 
1,975,772.71 
6,177,340.44 
$4,246, 162.15 

- __ 978,920.96  3,267,241.19 
882,667.90 


490,903,235.73 
$546,341, 168.26 


United States Government Securities carried at 
$15,811,465.20 are pledged to'secure public and trust deposits, 
and for other purposes as required or permitted by law. 


MEMBER: N.Y. CLEARING HOUSE ASSOCIATION 


CLIFFORD C. THOMAS 
Vice-President and Director, 
Johnson & Higgins 


FEDERAL RESERVE SYSTEM 


FEDERAL DEPOSIT INSURANCE CORPORATION 
25 Offices Located Throughout Greater New York 








and equipment which would be required 
to double our power supply in ten years, 
would compare with the record expendi- 
ture of $4.5 billion estimated for 1954, 
approximately $4.2 in 1953, and an 
average of about $3.5 billion annually 
since the war. 


There are many implications here, 
too, for the investor. Several industries 
and individual companies are going to 
benefit widely, but for many the com- 
petition is going to be severe. Attention 
might be called to one field, however, 
which must continue to participate in 
any expansion of the public utility in- 
dustry, 


TRUST 
SERVICES 


The Pacific 
Northwest’s 

largest financial 
institution 
provides trust 
services in the 
State of Washington 
through 56 
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the producers of large steam 


generating boilers, the heart of every 
central-station steam power plant. Here, 
two companies, Babcock & Wilcox Co. 
and Combustion Engineering, Inc., are 
dominant, manufacturing about 80% of 
boilers of this type and related heat- 
exchange equipment for the domestic 
public utility industry. 


For each of these companies, sales 
have been on a rising scale since 1946, 
and both closed 1953 with a backlog of 
orders carrying through into 1955. Earn- 
ings for each have, after taxes, averaged 
close to $7.00 per share over the past 
5 years, and, with the expiration of 
EPT, may be expected to increase this 
year. During the coming decade, it 
appears that both of these equities may 
gain an investment stature not usually 
associated with capital goods producers. 

R. W. Kenyon 
ESTABROOK & CO. 


PosITION OF RAILROAD SECURITIES 


A number of constructive develop- 
ments have brought further moderate 
recovery in railroad stocks during 
January. Among the stimulating events 
have been the anticipated good 1953 
reports, favorable dividend announce- 
ments and encouragement for stock- 
holders in the form of possible tax 
credits on dividends. In any event, rail 
stocks have managed to get somewhat 
closer to the upper part of the 105-85 
range in the D.-J. average that we have 
been suggesting may well bound rail 
fluctuations for some time. Until there 
is fairly good evidence the railroads 
are going to be able to control costs 
and show satisfactory earnings, genuine 
enthusiasm is hardly warranted. 


How long it will be before the rail- 
roads demonstrate cost control and show 
satisfactory earnings remains to be seen. 
Industry figures for November are indi- 
cative of the effect of declining gross on 
earnings. On a decline of 8.3% in gross, 


from $908 million to $832 million, net 
operating income dipped 29.3%, from 
$111 million to $78.5 million. Decem. 
ber figures have appeared for a number 
of individual roads and include the 
usual year-end adjustments that distort 
fundamental trends. In general, how. 
ever, December earnings have been any- 
thing but reassuring. 


Results for January and February, 
moreover, seem certain to be quite poor. 
Most roads have not been cutting ex- 
penses fast enough to match the decline 
in carloadings, and even if the program 
of bringing costs down is accelerated, 
February earnings will be hurt by the 
shortness of the month and its holidays. 
Indications of worth-while progress will 
not be apparent at the earliest until 
March earnings appear around April 
20. Even if the evidence is promising, 
a longer period of cost control and 
more favorable revenue trends will be 
needed to reestablish confidence in the 
rails. Before the year is out, rather good 
cost control ought to become apparent 
and should enable the railroads to show 
satisfactory earnings for the year. In 
the long run, this could have a very 


bullish effect. 


If the proposal to allow dividend 
credits against taxes is enacted into law, 
railroad stocks undoubtedly would 
benefit. Strength naturally would be 
most pronounced in issues providing 
liberal returns and likely to maintain 
or increase existing dividend rates. The 
proposed credits against tax liability 
undoubtedly would make dividend in- 
come much more attractive again to in- 
dividuals in higher brackets. Should the 
proposals be modified simply to allow 
the credits against taxable income, in- 
stead of against tax liability, they would 
be considerably less advantageous. 


ARTHUR JANSEN 
W. E. BURNET & CO. 
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c. Bonds 


= The Chase offers trust officers and others acting in 
wuld fiduciary capacities a well rounded service in this 
type of investment. Inquiries will receive the per- 


sonal attention of experienced officers. 


Bond Department 


) THE CHASE NATIONAL BANK 
| OF THE CITY OF NEW YORK 
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INVESTMENT UPGRADING CONTINUING 


Trust officers for the moment are re- 
portedly not buying on balance. Their 
present activities might be called “eve- 
ning up,” that is, selling those shares 
which they feel are vulnerable to in- 
ventory correction and buying those 
with better-than-average chance of 
weathering a storm. There is a general 
tendency to get out of industries with a 
low basic growth factor or one largely 
discounted. 


Some averaging in tobacco shares is 
evident since selling pushed prices down 
15% to 20% from prior highs. Some 
trust company analysts feel that tobacco 
companies in their intensive intra-indus- 
try competition may have impaired the 
investment value of the industry. When 
an industry competes in “dog-eat-dog” 
fashion for existing business, conserva- 
tive analysts conclude that there is not 
much likelihood of overall growth. The 
tobacco industry has not increased 
overall volume in recent years through 
cooperative promotion. 


STABLE STOCKS TO CONTINUE IN FAVOR 


Institutional investors will dominate 
1954 selectivity in the stock market as 
in 1953, in the opinion of market ob- 
servers. This means that conservative 
stocks are likely to perform better than 
stocks with lower ratings. Should risk- 
taking become more popular in 1955 or 
1956, perhaps as a result of changes in 
Federal taxes, lesser issues might come 
to the fore. 


Dividend probabilities are receiving 
especially careful consideration from 
managers of institutional funds. As a 
result, the market will continue to favor 
stable issues such as utilities, foods, and 
proprietary drugs. 


EFFEct oF Corporate Tax RATE 


Institutional investors are currently 
calculating the effect of any reduction 
in corporate taxes. If the rate falls only 
from 52% to 50% on April 1, even 
this small decline will be important to 
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companies with very stable or rising 
earnings. It will matter much less or 
not at all to companies whose pretax 
earnings may be falling off sharply. For 
example, the electric power stocks will 
receive a new measure of support if the 
normal-plus-surtax rate is reduced. On 
the other hand, railroads, now under- 
going severe competition and rising 
costs and facing the prospect of less 
rather than more traffic, seem likely to 
be neglected by institutional buyers, 
regardless of tax considerations. 


More Prorit From RESEARCH 


The importance of institutional trans- 
actions in the stock market is not thor- 
oughly recognized by some brokerage 
firms, according to advisors who work 
closely with these sources. Too often 
research departments of brokerage 
houses set up an analysis with the in- 
dividual approach obviously predomi- 
nant, that is, not backed up by real 
factual reasons demonstrating value or 
the degree of risk assumed in making 
the commitment. The individual in- 
vestor, being responsible only to his 
own interests, is at times apt to act 
upon recommendations based upon 
opinions but not the institutional buyer. 
Again, at the opposite end of the scale, 
research painstakingly done and supple- 
mented by field surveys covering a first 
line company worthy of institutional in- 
terest is often not merchandised effec- 
tively to institutional prospects through 
inadequate knowledge of ways and 
means of procedure. With the growing 
importance of the professional market, 
a study of the needs of these important 
capital sources can mean a great differ- 
ence in the value and earning power of 
the research department. 


Another shortcoming of investment 
houses is the tendency to send out “shot- 
gun” recommendations without consid- 
ering if they are well designed for insti- 
tutions, for example, recommendations 
to fire and casualty insurance companies 
on stocks which they cannot legally buy. 
The larger investment houses would do 


well to train representatives in the vari- 
ous branches of institutional investment 
who would be specialists in a chosen 
line and would keep informed through 
personal contacts and trade publications, 


BROADENING THE LEGAL MAXIMUM 


Investment of trust funds would be 
further liberalized in New York State 
by the terms of a bill which would 
amend Personal Property Law, Section 
21(1)(m), to increase from 35% to 
50% of the aggregate market volume of 
the fund held by a fiduciary, the maxi- 
mum permissible investment in corpo- 
rate securities other than those classed 
as legal. This bill is believed by some 
to be a constructive move and by others 
to fall short of meeting the issue. Two 
trust officers interviewed during the first 
week in February felt that it would help, 
one commenting that much of the per- 
missible 35% in a particular account 
was often absorbed by investments in 
non-legal bonds and preferreds and 
there was insufficient leeway for com- 
mon stock selection. 


Others observed that a 50% limit was 
too little for some accounts and too 
much for others. They would prefer the 
full prudent man rule to any statutory 
limitation. Three officers remarked that 
further liberalization would be another 
stabilizing element in the stock market 
and would create wider interest in 
equities. 


Mutua Funp ror New York Banks 


A proposal to the New York State 
Legislature for setting up a bank-man- 
aged mutual investment fund for fidu- 
ciary purposes will be submitted for 
legislative action this year. 


Bankers from all parts of New York 
State will make up its Board and one 
qualified bank or trust company (not 
necessarily in New York City) will be 
retained to provide custodian and in- 
vestment advisory service. The proposal 
will carry the endorsement of the Super- 
intendent of Banks and the Surrogates’ 
Association. 


The fund would provide trust depart- 
ments in smaller banks with qualified 
investment service. In support of the 
plan is the fact that less than 25 banks 


in New York State have found it feas- | 


ible to establish common trust funds; 
that more than 200 other banks are still 


confronted with the investment problem | 


of small trusts and small trust depart- 
ments; and that solving this problem in- 
dividually would in most instances be 
too difficult and costly. 
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The plan has been progressing for 
the past two years. It has not aroused 
much interest in New York City but 
has been well received by smaller banks. 
Lack of experienced investment talent 
in smaller communities is said to be a 
matter of concern to the State Banking 
Department, and, according to one up- 
state trust officer, the proposed legisla- 
tion “will bring sanity into the picture.” 


Under the plan, the shares of the 
fund would qualify as legal investments, 
would be issued or redeemed at inter- 
vals at the request of bank fiduciaries, 
and operating expenses would be de- 
ducted from investment income. 


Present thinking of those sponsoring 
the legislation is that it will not be used 
by large banks as a means of serving 
the small investor, but apparently there 
is nothing in the plan which would pre- 
vent such use if the large banks wished 
to do so. 


MIP 


These mystic letters stand for the 
Monthly Investment, or Funston Plan, 
launched on January 25th by the New 
York Stock Exchange through its mem- 
ber firms. Designed to reach the poten- 
tial investor of modest means and to 
facilitate his accumulation of shares of 
corporations listed upon that Exchange, 
it has had the benefit of far-flung pub- 
licity, backed up by cannily conceived 
and well executed promotion pieces. 
With support through advertising in 
local media, the cause of stock invest- 
ment in American corporations should 
be widely spread. 


The plan has reportedly received a 
mixed reception in the brokerage field, 
some firms and customers representa- 
tives welcoming it as a sound new in- 
vestment medium while others either 
are cool to it or accept walk-in orders 
without direct effort to develop business. 
There seems to exist an honest differ- 
ence of opinion as to the relative cost 
and merit of this plan for acquisition of 
one stock at a time, as compared with 
the continuing management afforded 
through mutual fund shares. Its de- 
tractors point out that a security must 
be chosen by the buyer and, while co- 


DOW-JONES AVERAGES 


FesB.1 JAN.4 
1954 1954 
30 Industrials 291.84 282.89 
20 Railroads 101.53 95.50 
15 Utilities 54.11 52.22 
65 Stocks 111.09 106.69 
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operating firms usually offer a list of 
suitable names, a selection must still be 
made. Additionally, the odd lot differ- 
ential and incidental costs must be paid 
both ways while the sales cost on mutual 
funds is payable only upon purchase, 
without the problem of selection. 

The plan is certain to throw a 
broad beam of light upon the subject of 
direct stock investment by people of 
moderate means. Many mutual fund 
sponsors are enthusiastic on this point 
because they are sure that it will make 
their selling easier as investment be- 
comes an everyday topic rather than 
something for people of means only. 


CORN 


Lower Discount RATE 


Disclaiming any implication of con- 
cern about the business picture, the 
Federal Reserve Board reduced the re- 
discount rate from 2% to 134% on 
February 4th, thereby reversing its 
action of January, 1953. The new rate 
was initially effective at five of the dis- 
trict banks and will probably be in 
force in the other seven shortly. 


This action serves notice to the finan- 
cial community that the Board intends 
to make funds freely available for all 
proper needs of the economy until 
new factors dictate further action. 
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Technical Studies Indicate 


ound Stock Market Base 


NNUMERABLE EXAMPLES HAVE BEEN 
| cited to illustrate that the stock 
market no longer moves as a unit. Over 
40% of listed common stocks are sell- 
ing lower than in 1946 and almost a 
third are selling lower than in 1937, 
despite the fact that the various market 
averages have risen almost 50%. 


Of course, the market has always been 
selective but, in recent years, it has be- 
come more so. In the past, the principal 
motivation came from the purchases 
and sales of the short-term speculator 
for capital appreciation and the wealthy 
investor for income. Speculator trading 
with low margin requirements and aided 
by the large operators who didn’t have 
to worry about short-term gains or stock 
market regulations resulted in an active 
market that moved more or less as a 
unit with strength or weakness in one 
section reflected in other portions of the 
list. Margin calls often caused general 
selling flurries. The buying and selling 
of the wealthy investor seeking income 
also resulted in the market acting more 
or less as a unit in the dividend paying 
section of the list. The huge increase in 
taxes, higher margin requirements and 
the Securities Act changed this pattern. 
The number of short-term speculators 
has decreased sharply and taxes have 
driven the wealthy investor into tax- 
free municipals and long-term growth 
stocks. 


New Type Market 


A new investing element of increas- 
ing importance in the past 10 years is 
furnished by institutional accounts such 
as mutual funds, investment trusts, in- 
surance companies, pension funds and 
larger individual accounts managed by 
investment counsellors or trust com- 
panies. This type of buying and selling 
is not motivated by tips, hunches or 
emotions. Their judgment may not al- 
ways be entirely correct, but it is ar- 
rived at after considerable research and 


From address at Correspondent Conference, Jan. 
28, under auspices of Farmers and Merchants Na- 
tional Bank, Los Angeles, Cal. 
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thought by competent professional 
analysts. Action is not taken until there 
is some valid reason. Only stocks with 
favorable past dividend and earnings 
records or very promising growth quali- 
ties are considered. Obviously specula- 
tive secondary issues are avoided. 


That is why many of the speculative 
favorites of the past have shown little 
market action. These issues have done 
nothing marketwise, for the good and 
sufficient reason that nothing has hap- 
pened in the affairs of the company to 
cause any great change in the outlook. 
In the past, they moved up or down 
with the market but today’s market is 
more intelligent and selective. It is en- 
tirely possible to have groups moving 
against a general trend, as witness the 
action of the tobacco stocks in drop- 
ping sharply from 1950 to August, 1952, 
while the industrial average was ad- 
vancing from 200 to 280 and also their 
recent decline in the face of a market 
advance. It is today a more difficult 
market to interpret, particularly for the 
individual who has not the benefit of 
sound, professional analysis of individ- 
ual companies and industries. 


Get the Facts 


The modern investment adviser needs 
all the possible aids he can find to 
assist him in properly evaluating the 
trend of security prices. To formulate 
sound investment policies, advisers must 
not only have a knowledge of economic 
conditions and an opinion as to the 
future trend but also analyze each in- 
dividual security to decide upon reten- 
tion or sale. Other eligible securities 
must be selected for purchase at the 
proper time. I believe that it would 
likewise be of great assistance if he 
further checked his opinion by a study 
of the technical action of each particu- 
lar security before a definite invest- 
ment decision. This triple check is an 
added safeguard against the potentially 
serious risk of poor investment timing. 


Quite a few stocks would meet the 
requirements of the institutional in- 








vestor as far as dividend record, earning 
history and industry outlook are con. 
cerned, but, from a technical viewpoint, 
appear in a potentially vulnerable posi- 
tion. Conversely there are a number of 
institutionally eligible issues that have 
been in a downtrend, but are now at 
strong support levels and appear to be 
oversold, 


The combining of the work of the 
security analyst and the market techni- 
cian should result in much higher per- 
centage of accuracy than if each ap- 
proach is used independently. Actually, 
my recommendations as a market tech. 
nician differ from that of the security 
analyst only in the initial approach. If 
I find a security that has a favorable 
technical pattern, I next check the se- 
curity value background of the issue. 
If both approaches agree, I feel more 
certain of my ground. It is just as 
logical for the economist and security 
analyst to check the technical back- 
ground. 


Risk is inherent in all securities. The 
investment adviser must consider not 
only the potential gain but how much 
risk is involved in the possible achieve- 
ment of this gain. If the technical pat- 
tern suggests the probability of either 
an advance of twenty points or a de- 
cline of twenty points, depending on the 
future action of the general market, the 
possible gain does not offset the risk 
involved. If, on the other hand, the 
technical pattern suggests a_ possible 
fifteen point gain as against a possible 
loss of three points, then the security 
would appear to be a prudent invest- 
ment, provided it meets the necessary 
statistical qualifications. 


Three Roads to Knowledge 


What are the differences between 
economic research, security analysis and 
technical market analysis? It is rela- 
tively simple to differentiate between 
the work of the economist and that of 
both the security analyst and the market 
analyst. The economist covers the broad 
outlook for the entire economy. He is 
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concerned with such things as gross 
national product, business expenditures 
on new plants and equipment, inventor- 
ies and sales, unfilled orders, bank 
clearings, industrial production, per- 
sonal income and the like. 


Both the security analyst and the 
market analyst are more concerned with 
the outlook for individual securities or 
groups of securities. Their ultimate ob- 
jective is the same — to find securities 
for purchase that are undervalued and 
securities for sale that are overvalued. 
However, their approach is different. 


The security analyst attempts to set 
a value for a security based on its 
present and future earnings, dividends 
and outlook. If the stock is selling above 
his evaluated price, it should be sold or 
avoided. 


The technical analyst, on the other 
hand, observes the price action of the 
security. Is it acting better or worse 
than the market? Does it appear that 
the stock is under accumulation and 
passing into strong hands — or is it 
being gradually liquidated by strong 
accounts? Is it near an area of strong 
support, or is it approaching a level 
where a heavy supply of stock will be 
met? 


The security analyst studies earn- 
ings and dividends. He tells you what 
investors should buy or sell. The mar- 
ket analyst studies supply and demand. 
He tells you what investors are buying 
or selling. 


Obviously neither method is an ex- 
act science. The accuracy of forecasts 
by either method is in direct ratio to 
the competency of the forecaster. One 
of the strong points of the technical 
approach is the fact that it attempts to 
take into consideration the very im- 
portant factor of public psychology. 
The investing and speculating public 
(and institutions, too) can often go to 
wild extremes of optimism or pessimism. 
Quite often, these changes in mood are 
not timed to fundamental changes. In 
many instances the market will antici- 
pate a development and discount it long 
before it occurs. Other times the mar- 
ket will refuse to recognize a funda- 
mental change until long after it has 
happened. Prices will often reach the 
ultimate level indicated by statistical 
values, but technical factors quite often 
delay or advance the attainment of 
these levels. 


Technical Approach 


I am primarily a market technician 
So it is possible that I am slightly pre- 
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judiced. However, I believe that a thor- 
ough job of investment management 
must include a study of technical mar- 
ket action as well as economic research 
and security analysis. I further believe 
that each approach should be studied 
separately and each approach weighed 
against the other before a final invest- 
ment decision is made. All three ap- 
proaches will make mistakes, but a 
checking of one against the others will 
eliminate a great many errors. 


What are the tools of a market tech- 
nician? I will not bore you now by 
telling you of the various types of tech- 
nical data we use. However, just the 
physical labor of keeping these graphs 
requires the full time of two men. The 
study and interpretation of this basic 
data requires a lot more additional time. 
Opinions are not based on one single 
indicator but each chart or graph is 
checked against many others before a 
conclusion is reached. In my opinion, 
this vast amount of data is necessary 
to do a thorough job and that is pos- 
sibly why there are so few market tech- 
nicians. I can think of very few organ- 
izations in the institutional or invest- 
ment field that have a library of graphs 
that I consider the equivalent of even 
a necessary minimum. 


But let us return to the investment 
adviser and his problems. Let us sup- 
pose that he has already consulted the 
economist and the security analyst. He 
is now going to check their opinions 
against the opinion of a broad cross 
section of investors — large and small 
— public and institutional — domestic 
and foreign — wise and foolish. The 
opinion of these groups should be 
shown in the technical action of the 
market itself. 


I would first tell him that, because 
he is primarily a long-term investor, 
he should first ascertain the outlook 
for security prices over the longer 
term — say for the next several years. 
That is much more important to him 
than what the market is going to do 
over the next three to six months. How- 
ever, each investment adviser has a 
different problem. It is possible that 
our particular man has a new account 
that is entirely in cash at the moment, 
and he must decide whether to buy now 
or later. Therefore, we will proceed in 
chronological order and discuss the 
nearer term outlook for the market first. 


Current Position Sound 


I believe the market is in a good 
technical position at the moment. 
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In 1951, my technical work indicated 
that the market, as far as most stocks 
were concerned, had reached a tempo- 
rary top and needed a readjustment or 
consolidation period to correct the 
temporarily overbought condition. This 
correction has been taking place for 
three years with the majority of issues 
working lower regardless of the relative 
firmness of the various stock market 
averages. 


At the start of 1953, the readjustment 
had not yet been completed. An analy- 
sis of the price action of over 1,400 
individual stocks led to the conclusion 
that, while quite a few issues had com- 
pleted their correction and were in an 
uptrend, there were a larger number 
that needed additional consolidation 
before an important upward move was 
indicated. There were also a relatively 
large number of issues that still had 
vulnerable patterns which indicated the 
probability of sharply lower levels. All 
of this led to the conclusion that price 
action in 1953 would be highly selective 
with individual issues having private 
bull and bear markets of their own but 
that the general market would not get 
very far in either direction. For this 
reason, I projected a relatively narrow 
range for the Dow-Jones industrials for 
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1953 with a high of 300 and a low of 
250. The actual intra-day high and 
low was 295.06 and 254.36. 


Market Vulnerability Reduced 


In 1954, technical indications are 
that the market will again be very selec- 
tive. Again a considerable number of 
issues appear to be in an uptrend. Again 
a considerable number appear to need 
further consolidation before an impor- 
tant upward move. But — and this is 
the most important change — there are 
relatively few issues that appear techni- 
cally vulnerable to sharp price declines. 
That is why I find it difficult to visualize 
a real bear market in 1954. Most issues 
have about reached the downside objec- 
tives outlined by their 1951-1952 tops. 
That is why I expressed the opinion, 
after the Dow-Jones industrial average 
had reached the September low of 
254.36 that the market was less vulner- 
able than at any time in the past two 
years. 


The market rallied from the Septem- 
ber low to a recent high of 290, led by 
the high grade issues. There may or 
may not be some further irregularity. 
It is possible that the market might 
again decline to about the 275-265 level. 
If this happens, it will most likely occur 
in the first six months and, in my opin- 
ion, will be the last opportunity to buy 
selected common stocks at the very 
favorable price-to-earnings and price-to- 
dividend ratios now available. Some 
time during the year, in my opinion, 
the market will start a selective advance 
that could carry the industrial average 
to about 325 by the end of 1954. 


This does not mean that all common 
stocks will share in the advance. There 
are many that will do little or nothing 
marketwise. Quite a few will be selling 
lower at the year-end but the degree 
of vulnerability does not appear to be 
as great as in 1952 or 1953. 


The better grade investment and 
growth issues, the market bulwarks 
since 1949, will undoubtedly continue 
their favorable action. However, this 
group has shown some excellent price 
gains over recent months and may be 
in need of some rest and consolidation 
before the main advance later in the 
year. Even in this group, proper selec- 
tion is of prime importance. 


The most interesting profit possibili- 
ties appear to be in what might be 
described as the “light blue chips.” 
These are composed of equities just a 
bit below the quality grade investment 
issues. They might also be classified as 
“businessmen’s risks.” I drew attention 
to this group a year ago but, with a few 
exceptions, they have done little market- 
wise. They are still available at five to 
eight times earnings to yield 7% to 9% 
on a 50% payout. Technically, they have 
been in what appear to be accumula- 
tion patterns for several years and are 
in a position to advance out of these 
areas without further need of consolida- 
tion. They could become possible can- 
didates for institutional investment over 
a period as their quality improves and 
as the supply of higher grade issues 
gradually diminishes. 


In the main, 1954 should be a good 
year for the investor who continues to 
hold, and buy, the common stock equi- 
ties that will ultimately benefit from the 
continued long-term growth of the 
country. This, as always, will require 
careful selection not only as to quality 
but as to price level. From a technical 
approach, there seems to be little likeli- 
hood of a major decline in the stock 
market in 1954. The chances rather 
favor a rise from current levels by the 
end of the year. This will be the start 
of an advance that will gradually 
broaden out to include a larger segment 
of the market. 
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nor be very serious in character.” He 
further stated that funds in the hands 
of institutional investors were due to 
show rapid future growth which will 
contribute to the long-term downward 
trend in interest rates which was inter- 
rupted by the cyclical upward swing of 
the first half of 1953. Capital demands 
during 1954 will be substantial but 
amply matched by available funds, un- 
less Treasury needs change the picture. 


Translating his economic prognosis 
into action, Dr. Nadler expressed confi- 
dence in an expanded long-term bond 
position, which could be reduced in 
amount and average maturity if the 
interest swing became exaggerated. In 
stocks, despite the anticipated mildness 
of the readjustment, the speaker warned 
that equity earnings and values could 
be adversely affected and that, addition- 
ally, the extreme dynamism of our econ- 
omy today places a premium upon care- 
ful selection of stock commitments. (Dr. 


Nadler’s address appears at page 122.) 


An_ Investment Panel discussion 
headed by Robert Coltman, vice presi- 
dent, The Philadelphia National Bank, 
concluded this session, which is _ re- 
ported in detail at page 118. 


On-The-Job Executive Development 


A rapid growth in on-the-job execu- 
tive development programs in banks — 
already being formulated by the A.B.A. 
— was forecast by William Powers, 
deputy manager and director of cus- 
tomer and personnel relations of the 
American Bankers Association. 


In banking, interest in executive de- 
velopment took concrete form more 
than fifty years ago when the American 
Institute of Banking was established, 
he said, and eighteen years ago, this 
interest was broadened and implemented 
further by creation of The Graduate 
School of Banking — specifically de- 
signed for bank executive development. 
Since 1940, 79 other part-time schools 
for bank management people have been 
established throughout the country. 


In everyday business operation, how- 
ever, many presidents — particularly of 
the smaller banks — are upset about 
the complete lack of on the job train- 
ing in their institutions. They claim that 
there is a real shortage of management 
material in their personnel ranks. They 
cite as reasons: war and postwar con- 
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ditions, tight labor markets, the heavy 
influx of females, and a high personnel 
turnover, accelerated by keen competi- 
tion from other employers. 


What can be set up as a pattern to 
follow in attempting to appraise man- 
agement material? What might indicate 
the potential executive ability of a 
junior officer or a senior clerk? How 
can performance on a present job be 
checked to see if the performer can 
handle more people and more respon- 
sibilities with a fair balance of patience 
and impatience, kindness and criticism, 
technical ability and tempered judg- 
ment? 


“I don’t know the answers to these 
and related questions,” Mr. Powers said, 
“but among us we shall find the an- 
swers. A number of banks have been 
concentrating on this very problem, 
and one of them has been laboratory 
testing a program for four years.” 


This bank is neither large nor small, 
but has many of the problems of both 
extremes. It operates in the suburbs of 
New York and has twenty or more 
branches. The organization is the result 
of mergers of fifteen banks, from which 
it inherited a wide variety of policies, 
salary scales, job performances, admin- 
istrative habits, and executive person- 
alities. 


In 1950 the new management estab- 
lished a job evaluation program for all 
clerical positions. That was tied up with 
a functional clarification and a periodic 
personal rating program for all officers 
in the institution. These steps were 
supplemented by an executive discovery 
and development procedure that reached 
into all levels of the organization, and 
this, in turn, was supported by an indi- 
vidualized guidance and assistance pro- 
gram. 


“The officer rating procedure is 
based on twenty-three factors, rated for 
each man by four of his associates or 
superiors. These factors can be roughly 
divided into three main categories — 
technical management of job require- 
ments, group development, and personal 
traits or attitude. 


“After checking a man by this de- 
tailed routine, the raters are properly 
qualified to give a factual summariza- 
tion on the following executive elements 
evident in a man’s conduct of his daily 
business affairs: 


1. Judgment in economical manage- 
ment of personnel and resources. 


2. Acceptance of responsibility to- 


ward control, supervision, direction, 
and instruction of his associates. 


3. Outstanding characteristics that 
would be useful for future assignment, 
and growth potential. 


“In the whole rating and discovery 
process, probably the most important 
function of the rating committees is to 
recommend specific steps to be taken 
by bank and ratee for the latter’s 
strengthening of his good points and 
elimination of his weak points. Finally 
the conscientious follow-through of the 
bank’s top management on all accepted 
recommendations spells the success or 
failure of the plan and perhaps, in the 
long run, the success or failure of the 
bank. This bank also calls into play edu- 
cational facilities, personal coaching, 
and other specific ‘aids’ for the improve- 
ment of the men it appraises. 


Executive development is currently 
one of A.B.A.’s most important con- 
cerns, the speaker said. The Association 
has had long experience with it in the 
educational field, has knowledge of 
banks that have piloted the on-the-job 
aspects, is acquainted with what indus- 
try is doing, and is going to consolidate 
this experience and information in a 
handbook for its member bank execu- 
tives. Publication of the bank is contem- 
plated for sometime next year. 


Bar Relations 


Citing the work of the National Con- 
ference Group of the American Bar 
Association and the Trust Division in 
promoting mutual understanding of the 
functions of lawyers and trustmen, Wil- 
liam J. Jameson, previously referred 
to herein, reported that his recent 
travels around the country revealed 
that with few exceptions the same spirit 
of good will and cooperation exists on 
a state and local level. Trust institution 
advertising on the slogan “Have Your 
Lawyer Draw Your Will” has been 
appreciated not only by the Association 
but by individual practitioners, Mr. 
Jameson said, with the resulting desire 
to collaborate more closely with corpo- 
rate fiduciaries. 


Foreign Investments 

The concluding event of the program 
was the luncheon tendered to the trust- 
men by the New York Clearing House 
Association. The bankers were wel- 
comed by J. Stewart Baker, chairman 
of the board of the Bank of the Man- 
hattan Co. and chairman of the Clear- 
ing House Committee. 


The luncheon speaker, Eugene R. 
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Black, president and chairman of the 
executive directors of the International 
Bank for Reconstruction and Develop- 
ment, Washington, surveyed the foreign 
investment field. Recognizing that the 
fiduciary relationship tended to limit 
investments to this country under exist- 
ing conditions, Mr. Black expressed the 
opinion that the future might well hold 
prospects for larger trustee participa- 
tion in foreign commitments. He out- 
lined the painstaking procedures fol- 
lowed by his institution, designed to 
avoid repetition of the errors of the 
20s and emphasized that the Bank’s 
function was not to compete with, but 
to foster the investment of, private capi- 
tal wherever possible. Properly man- 
aged, Mr. Black concluded that “foreign 
investment through the buying of se- 
curities can help to extend the world 
frontiers of prosperity.” 
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Heath Named To Trust Division 
Executive Committee 


William O. Heath, vice president of 
the Harris Trust and Savings Bank, 
Chicago, has been elected to the Execu- 
tive Committee of the Trust Division of 
the American Bankers Association, prior 
to the opening of the Division’s Mid- 
Winter Trust Conference this month. 
He fills the unexpired term of Lynn 
Lloyd, who retired as vice president of 
the Bank on December 31, and whom 
he also succeeded as head of the trust 
department. Mr. Heath has been a mem- 
ber of the Committee on Trust Informa- 
tion since 1950. 


A A A 


Advertisement That Became 
a Prayer 


Bankers Trust Company, New York, 
has a Christmas tradition of its own, 
centering around an advertisement ap- 
pearing in nationally circulated maga- 
zines, and reminding the readers that 
“There are stars in the sky as well as 
thunder and lightning.” 


The text is illustrated with a winter 
village scene wherein the-dark clouds of 
the night sky are parted to reveal the 
shining stars. The wording runs, “There 
is goodwill in the hearts of men at 
Christmas. There’s a warm welcome for 
the neighbor — a deep desire for friend- 
ship between nations — a determination 
to achieve lasting peace. *** Clouds 
scud along the horizon, sometimes build- 
ing up to frightening thunderheads. 
Angry voices thunder without reason 
* * * and threats, like lightning, break 
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and crash over the people’s heads. * * * 


Yet the eternal stars are there — stars 
of Hope, of Faith of Love — now 
dimmed or hidden by the clouds — now 
breaking through with a clarity and 
brilliance and strength that will not be 
denied. * * * May these stars be seen 
and followed by the wise men of all 
nations. May they light the path of 
peace. That is the Christmas prayer of 
the people.” 


The story of this advertisement and 
its response, written by Helen C. Dunn 
in The Pyramid, Bankers’ monthly 
house publication, tells how requests for 
permission to reprint the ad came from 
banks and newspapers in California, 
Iowa, Minnesota, New Jersey, Pennsy]l- 
vania, Rhode Island, Texas and Vir- 
ginia, in addition to requests for copies 
from persons in many walks of life. 


The Catholic Sun of Syracuse, N. Y., 
quoted the ad in full with editorial 
compliments to the bank, and a Metho- 
dist bishop requested permission to use 
it as a Christmas prayer in a book of 
devotion, giving formal recognition to 
the evident fact that for many people 
in countless places the advertisement 
had indeed become a prayer. 


EQUITIES 


(Continued from page 114) 


which has 55 companies, while there 
are 48 Insurance companies included, 


and 47 in the Chemical and Drug field. 
The equity holdings described here 


are only one segment of a combined 
portfolio now past the billion dollar 
mark. Among discretionary funds equi- 
ties amount to 44.7% of the total aggre- 
gate holdings, while the combined legal 
portfolios hold 22.7% in common stocks 
(see T.&E. Jan. ’54, p. 16). 


The fact that selections are deter- 
mined in each case by the institution 
operating the fund accounts for the 
numerous issues (160) which are held 
by only one fund, while 330 are held by 


five or less. 


It must be remembered that the ac- 
companying list of stocks represents 
fund reports made at various annual 
report dates through the year, and does 
not purport to be a list of current hold- 
ings. It provides a permanent record, 
however, of the general nature of invest- 
ment selections through the past year, 
and as such provides a convenient basis 
for future reference. 





WESTWOOD VILLAGE BRANCH 


For complete Trust service in Cen- 
tral and Southern California, Think 
First of Security-First. 140 Offices 
and Branches—from mid-state to 
the Mexican border, and through- 
out Metropolitan Los Angeles—as- 
sure on-the-spot attention to details. 
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HARRIS Trust 





and Savings BAN K 


Organized as N. W. Harris & Co. 1882—Incorporated 1907 


115 W. MONROE STREET, CHICAGO 90 


STATEMENT OF CONDITION 


December 31, 1953 


RESOURCES 


Cash on Hand and Due from Banks. . .$181,058,460.02 


U. S. Government Securities.......... 203,796,931.72 
State and Municipal Securities........ 59,866,458.67 
Other Bonds and Securities........... 2,622,287.76 
Loans and Discounts................ 270,798,907.58 
Federal Reserve Bank Stock.......... 900,000.00 


Accrued Interest and Other Resources... . 2,860,833.68 


PS Sk k's « bho oe sob aera 2,375,000.00 


pT 


LIABILITIES 


Demand Deposits ..... $579,061,209.14 


Time Deposits........ 93,378,423.29 


I cot bids dee oe eeews $672,439,632.43 
ee Bg renee 360,000.00 
Reserves for Taxes, Interest, etc....... 7,004,405.57 


General Contingency Reserve......... 8,236,203.18 


Capital. . ..........«-§ 12,000,000.00 


Surplus.............. 18,000,000.00 


Undivided Profits..... 6,238,638.25 
Total Capital Funds............... 36,238,638.25 


pity |) rrr 


United States Government Obligations and Other Securities carried at $81,201,865 are pledged 
to secure Public and Trust Deposits and for other purposes as required or permitted by law. 


DIRECTORS 


EDWIN C. AUSTIN 
Sidley, Austin, 
Burgess & Smith 


JAMES M. BARKER 
Chairman of Board 
Allstate Insurance Company 


MARK A. BROWN 
President 


STANLEY G. HARRIS 
Chairman, Executive Committee 


CHARLES C. JARCHOW 
President 
American Steel Foundries 


WAYNE A. JOHNSTON 
WESLEY M. DIXON President 


President a : 
Container Corporation Illinois Central Railroad 


of America 


FRED G. GURLEY 
President, Atchison, Topeka & 
Santa Fe Railway Company 


WILLIAM V. KAHLER 
President 
Illinois Bell Telephone Co. 


RICHARD E. PRITCHARD 
Vice-President, 
retiring as an officer 
December 31, 1953 
GUY E. REED 
Executive Vice-President 
JOHN G. SEARLE 
President 
G. D. Searle & Co. 
HAROLD H. SWIFT 
Chairman of Board 
Swift & Company 
STUART J. TEMPLETON 
Wilson & MclIlvaine 


JOHN L. McCAFFREY 
President 
International Harvester Co. 


F. B. McCONNELL 
President 
Sears, Roebuck & Company 


JAMES L. PALMER 
President 
Marshall Field & Company 


CHARLES H. PERCY 
President 
Bell & Howell Company 


Member Federal Reserve System . . . Member Federal Deposit Insurance Corporation 
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ON THE PUBLICITY FRONT 


Advertising 


“We cooperate 100% with trustees” 
states an ad from Farmers Bank of the 
State of Delaware, Dover, which ex- 
plains “. . . we welcome as partner in 
the work any co-trustee you wish to 
name. We not only welcome, we urge! 
We prefer an individual of your naming 
to be in on and checking on all the 
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myriad things we do to carry out your 
plans.” The same cooperative spirit is 
revealed in the final sentence, “If you 
have not yet named a good bank as 
executor and trustee, put a talk with 
the Farmers Bank big on your memo 
pad, right now!” 


— 


“A Look at Life Insurance from the 
Records of our Trust Department” is 
offered in a First National Bank, Birm- 
ingham, ad which cites four cases. They 
describe how life insurance benefitted 
the families of a physician, a business 
executive, a small business owner, and 
an engineer. 


“How much of your income is outgo 
. . . in taxes?” asks an ad from The 
Northern Trust Co., Chicago, with pic- 
ture of “in” and “out” desk trays to 
emphasize the thought. The text sug- 
gests reducing the tax bite by using 
tax-exempt municipal bonds in one’s in- 
vestment portfolio, in regard to which 
the company is “one of the country’s 
principal dealers.” 


The attorney is emphasized in a 
bread-and-butter ad from Fort Worth 
National Bank. Superimposed on two 
buttered slices is a message which reads, 
in part, “Bread and butter .. . and all 
the good things of life . . . these are 
what you want for your loved ones. 
And all your plans . . . can be realized, 
when you establish a proper estate pro- 
gram with the aid of your Attorney. . . 
Your Attorney is professionally quali- 
fied . . . a carefully drawn will, pre- 
pared by your Attorney, is the founda- 
tion. . . Ask your Attorney about the 
advantages of naming” the bank. 
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“Standing Orders for Your Will” en- 
titles an ad of Ohio National Bank, 
Columbus, which explains the advan- 
tages of a standing instruction to one’s 
lawyer for annual review of one’s will. 


“Should a Woman make a will? Cer- 
tainly!” State Bank & Trust Co., Evans- 
ton, Ill., thus asks and answers an im- 
portant question. The ad points out that 
women own, or are beneficiaries of, 
50% of the country’s investments, and 
that every woman who may inherit 
property also needs a will. “Problems 
which may arise” without a will “are 
serious and many times costly,” the ad 
explains. Some of these “involve taxes, 
joint tenancy ownership, and children’s 
benefits.” 


“Is 14 of your estate enough to pro- 
vide for your wife?” asks Security 
National Bank, Sheboygan, Wis. The ad 
points out that if there is no will and 
there are children or grandchildren, 14 
of the estate may be all the wife will 
get. She may have to manage the estate, 
with chances of costly mistakes, and a 
legal guardian for the children under 
21 will have to be appointed. This ad 
carries a notice that the trust depart- 
ment is open Friday evenings. 


“Pension unbalanced? . Times 
have changed!” So states an ad from 
Chemical Bank & Trust Co., New York, 
which pictures a man on the scales out- 
weighing a pile of money, and explains 
that “pension dollars do not accomplish 
what they did a decade ago.” The ad 
offers a booklet which discusses “these 
problems, and steps taken by some cor- 
porations to meet them.” 


“Are you taking an old problem into 
the New Year?” inquires a seasonal ad 


from National Newark (N.J.) & Essex 


Are you 
taking 
an old 

problem % 

into the ¢ 


New Year? 





Banking Co. showing the clock at mid- 
night, and pointing out that there is 
still time (this was in December) to 
make or revise one’s will before the 
New Year. 


“Some errors in judgment are unim- 
portant But Not where your invest- 
ments are concerned!” This statement, 
captioning a photo of two men engaged 
in a game of billiards, heads a trust ad of 
First Trust Company of St. Paul, pub- 
lished in the St. Paul Athletic Club’s 





magazine, a publication which the bank 
considers excellently suited to trust ad- 
vertising. In three paragraphs the ad 
explains that many business and pro- 
fessional men turn to the Company for 
investment advice, and how the same 
service can be fitted to the individual 
needs of the reader. Another ad in this 
series pictures a mother and two young- 
sters, pointing out that “without know- 
ing just how such things are accom- 
plished, your family relies on you to 
plan for their security,” and explains 
how the reader can do that. Both ads 
have the advantage of pictures large 
enough, and with sufficient inherent in- 
terest, to gain the reader’s attention. 


An ad which included a reprint of 
the story of Bing Crosby selling race 
horses to pay inheritance taxes proved 
very popular at Huntington National 
Bank, Columbus, Ohio. Requests for 
copies exhausted the files of both the 
bank and the newspaper, and many 
asked permission to use the ad. 


An open letter from Deposit Guaranty 
Bank & Trust Co., Jackson, Miss., was 
published as an ad in the first issue of 
The Mississippi Lawyer, a new monthly 
which will go state resident members of 
the Mississippi Bar Association. The 
trust department plans to place an ad 
each month to educate the attorneys 
regarding the department’s ability to 
care for their needs. After extending 
congratulations on the new publication, 
the letter states, “It is our desire to do 
our part in making your publication a 
success. . . . It is our policy, and we 
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feel that our sole function is to give 
the best possible attention to the busi- 
ness side of fiduciary service, leaving 
the legal side to the legal specialist, the 
attorney. We therefore recommend that 
all wills and trust agreements be drafted 
and approved by an attorney of the 
client’s choice. This policy, which is 
not subject to exception, will be con- 
tinued without change. 


Forums 


Bank forums for women are result- 
ing in improved community attitudes 
and are considered by many banks as 


their best public relations activity. They 
are producing new business for all de- 
partments, but especially the trust de- 
partment, even though this is not the 
main objective. Cooperative forums, 
held under joint auspices with a 
woman’s organization or an adult edu- 
cational institution are growing in num- 
ber. Costs have run as high as $6,500, 
but generally fall between $1,000 and 
$1,500. 

These are some of the conclusions 
reached from an excellent study of 273 
reporting banks in a survey conducted 
by Genieve N. Gildersleeve, assistant 
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Helping plan 192 estates 
developed 474 items 
of new trust business 


Since 1949 we have analyzed and helped plan the estates 
of 192 prospective customers. Their properties have a 


total value of $88,293,562. 


Here are the results of our experience, which may be 
of interest to you: 


Three trust officers — one of whom is a full time estate 
analyst — collected the necessary information and then 
prepared comprehensive, written reports on these 192 
cases. Our reports set forth the findings of the analysis 
of each estate. They disclosed the fact that succession 
taxes aggregating $40,148,092 could be levied against 
these 192 estates but that this tax take could be reduced 
to $14,778,708 by adopting certain specified, legal pro- 
cedures — a potential saving of $25,369,384. 


These analyses developed the need for 90 living trusts 
involving assets aggregating $8,459,776. To date, 52 of 
these trusts have been completed, containing assets valued 
at $3,470,463. Most of the other 38 recommended trusts 


are in process, 


We are named to act as executor in 111 of these estates, 
having total assets of $43,149,159; and we have been 
designated testamentary trustee in 118 of these cases, 
having assets aggregating $38,235,955 (after deducting 


estimated succession taxes). 


We have no outside solicitors. These 192 prospects were 
referred to us by life underwriters, attorneys, accountants 
and our own customers. Most, however, came from life 
underwriters. 


We will gladly give you more detail on our experience — 
if you are interested. 
Warren T. Hackett, Vice President and Trust Officer 


THE HUNTINGTON NATIONAL BANK 
of COLUMBUS, OHIO 


secretary of the American Bankers Asso- 
ciation Trust Division, published in the 
February 1954 Banking. 


Among the variant forms of forums 
cited were those for men and women 
jointly, dramatic presentations, round 
table discussions, bank - sponsored 
courses or forums with cooperation of 
clubs or institutions, one-day forums for 
specialized groups, and panel discus- 
sions on television. 

Five hundred women registered for a 
four-session forum sponsored in No- 
vember-December by Second National 
Bank, Houston, representing a great ad- 
vance over the number of 350 who 
registered two years ago. Guest speakers 
at the forum, which was held on suc- 
cessive Mondays, included Fred L. 
Chapman, vice president, Twin City 
Federal Savings & Loan Assoc., Minne- 
apolis, on “Real Estate”; Dr. James C. 
Dolley, president, Austin National Bank, 
on “Investment Securities”; A. R. 
Jaqua, director, Institute of Marketing, 
Southern Methodist University, on “Life 
Insurance”; and Gilbert T. Stephenson 
on “Wills and Trusts.” 


The Corinthian Club in Syracuse, 
N. Y., a women’s club with representa- 
tives from all facets of community life, 
appointed a committee to plan a series 
of meetings on financial subjects and 
named as chairman Margaret A. Cheney, 
who is also director of the women’s 
division of the public relations depart- 
ment of the Merchants National Bank 
& Trust Co. The bank was asked to 
sponsor the program of three meetings, 
which dealt successively with “Econ- 
omics of Today,” “Wills, Trusts and 
Taxes,” and “Your Investments.” At- 
tendance ran between 260 and 290. Ac- 
complishments included excellent pub- 
licity for the bank, a favorable relation- 
ship established with the Corinthian 
Club, and immediate new business con- 
sisting of estate planning for three fam- 

ilies and investment advisory discus- 
sions with two others. 


A nation-wide women’s finance forum 
contest covering the period from Sep- 
tember 15, 1952 to March 1, 1954, is 
being sponsored for member units by 
the General Federation of Women’s 
Clubs. Many individual banks have been 
asked by local clubs to give advice or 
provide speakers and literature. 

The stress upon community-wide fi- 
nance forums conducted by local clubs 
has had the cooperation, at the national 
level, of the American Bankers Associa- 
tion, the Association of Stock Exchange 
Firms and the Institute of Life Insur- 


ance (T.&E. 9/53 p. 662). 
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ALABAMA 


Birmingham John B. Cox, Jr., formerly asst. trust 
BIRMINGHAM TRUST officer, elected vice president in charge 
NATIONAL BANK of the bank’s securities and invest- 

ment department. 


George K. Kinman advanced to vice 
president and trust officer; Seabourne 
H. Tanner to trust officer; William 
K. Murray and Roy H. Warren, to 
asst. trust officers. Kinman is engaged in administration of 
personal trusts and estates and employer trusts. Tanner is 
head of the real estate division of the trust department. 


Birmingham 
First NATIONAL 
BANK 


ARIZONA 
Phoenix Lynn Lloyd, who retired January first 
VALLEY as vice president in charge of the 


trust department of HARRIS TRUST 
& Savincs BANK, Chicago, elected 
senior vice president and executive head of VALLEyY’s trust 
department. Lloyd studied law at the U. of Nebraska follow- 
ing graduation in 1911, with an A.B. degree. A former presi- 
dent of the Corpoate Friduciaries Association of Chicago, 
and presently an executive committee member of the Amer- 
ican Bankers Association’s Trust Division, Lloyd has special- 
ized in estate and trust management since 1927. 


NATIONAL BANK 


Other appointments: W. J. Bury, trust officer headquarters 
staff; and Kenneth Todd, asst. trust officer. 


CALIFORNIA 


Named vice presidents in the trust 
department: Douglas F. Scott, in 
charge of new business at the head 
office of the Southern Division; and 
Edwin McInnis, new business activities 
in northern California. Scott’s entire career with the bank, 
since 1928, has been in the trust department in several Cali- 
fornia cities. McInnis has been with the trust department 
since 1932, and prior to joining the bank in 1925 was an in- 
structor in St. Mary’s College. 


Los Angeles & 

San Francisco 
BANK OF AMERICA 
N.T.&S. A. 


B. E. Brownell, formerly trust officer, 
promoted to vice president; K. C. 
Prange elected assistant secretary. 


Gerald F. Willmont and Walter R. 
Holland appointed asst. trust officers. 


Los Angeles 
CALIFORNIA 
TRustT Co. 


Los Angeles 
FARMERS & MER- 
CHANTS NATL. BANK 


Oakland William J. Metcalf advanced to trust 
CENTRAL officer, in charge of new business in 
BANK the trust department. 


San Francisco 
ANGLO CALIFORNIA 
NATIONAL BANK 


Francis E. Barton elected asst. trust 
officer at the head office. He joined 
the bank in 1942 as an investment 
analyst in the trust department. 


A 


S. H. TANNER 
Birmingham 





LYNN LLOYD 
Phoenix 






Gro. K. KINMAN 
Birmingham 
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TRUST PERSONNEL CHANGES 








L. w. FISCHER 
Chicago 


HERBERT E. OLNEY 
San Francisco 


R. E. BRONNELL 
Los Angeles 


Herbert E. Olney promoted to trust 
officer; James C. Rood to assistant 
cashier; and John J. Connolly to asst. 
trust officer. Olney, with Crocker for 
29 years, has been in probate administration since 1928. Rood 
joined the Bank in 1921, and since 1939 has been superin- 
tendent of the trust accounting division. Connolly has been 
with Crocker since 1926. 


San Francisco 
CROCKER FIRST 
NATIONAL BANK 


San Francisco G. W. Wickland, vice president, re- 
WELLS FARGO BANK tired from the bank after 33 years of 
& UNION TRUST Co. service, because of illness. 


COLORADO 
Denver C. F. Meyer promoted to trust offi- 
INTERNATIONAL cer. 7 
TRUST Co. 
Denver Roger D. Knight, Jr., elected presi- 


UNITED STATES 
NATIONAL BANK 


dent succeeding Albert N. Williams, 
now chairman of the board. Arch L. 
Metzner, who is trust officer now, 
elected to the additional position of assistant manager of the 
trust department; and William F. Reynolds made an asst. 
trust officer. 


CONNECTICUT 


Ralph R. Baldwin, former administra- 
tive assistant in the trust department, 
advanced to asst. trust officer and as- 
sistant secretary. Baldwin joined the 


New Haven 
UNION & NEW 
HAVEN TRUST Co. 


bank in 1926. 


Plainville Alma L. Drescher, elected trust offi- 
PLAINVILLE cer in addition to assistant secretary; 
TrRusT Co. and Lillian J. Dodge, assistant treas- 

urer, named also assistant trust officer. 

Stamford Carleton E. Hammond promoted to 


trust officer; Miss Helen C. Finn to 
associate trust officer, and Lewis F. 
Jackson made asst. trust officer. Ham- 
mond is a graduate of Brown U. and 
the Harvard Graduate School of Business. Miss Finn is active 
in the Association of Bank Women, and served on its board 
of directors and executive committee. Jackson holds the Dis- 
tinguished Flying Cross and the Air Medal with two clusters. 


FIRST-STAMFORD 
NATIONAL BANK 
& Trust Co. 


EDWIN MCcINNIS 
San Francisco 


Douctas F. SCoTT 
Los Angeles 
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DISTRICT OF COLUMBIA 


Corcoran Thom resigned as chairman 
of the board, to be succeeded by Daniel 
W. Bell in that position in addition 
to his present title of president. 


Washington 
AMERICAN SECUR- 
1Ty & Trust Co. 


Washington Anthony J. Byrne elevated to execu- 
MUNSEY tive vice president. With the company 
Trust Co. since 1920, Byrne rose through the 

ranks, starting as a runner. 

Washington Edward A. Mitchell, Jr., named asst. 
Riccs NATIONAL trust officer. 

BANK 
FLORIDA 

Miami Edward F. Swenson, Jr., trust in- 

FIRST vestment officer, elected also a vice 


NATIONAL BANK president and a director. He is past 
president of the Investment Associa- 


tion of New York, and has been with the bank since 1951. 


Miami Paul D. Barns, Jr., promoted to trust 
SECURITY officer and secretary; and William L. 
Trust Co. Pullam, formerly with the BANK OF 

NEw YorRK, named asst. trust officer. 
GEORGIA 

Atlanta Edward D. Smith, prominent Atlanta 
First NATIONAL attorney and civic leader, elected 
BANK president and a director of the bank, 


and R. Clyde Williams, who formerly 
held that position, named vice chairman. 


Charles S. Daley promoted to asst. 
vice president and asst. trust officer 
at Walton Way office. 


Augusta 
First NATIONAL 
BANK & TRUST Co. 


Macon John H. Holder, Jr., elected asst. trust 
First NATIONAL officer. 
BANK & TRUST Co. 

ILLINOIS 

Alton Robert S. Hoefert elected asst. trust 
ALTON BANKING officer. He is presently secretary of 
& Trust Co. the Corporate Fiduciaries Association 

of Southern Illinois. 
Chicago Louis W. Fischer retired January 12th 


under the bank’s retirement program. 
Head of American National’s personal 
trust division since coming with the 
bank in 1934, Fischer served for fifteen years as an instructor 
in Trust Law with the American Institute of Banking, and 
an instructor at what is now Chicago Kent College of Law. 
He is a former president of the Chicago Life Insurance Trust 
Council and of the Corporate Fiduciaries Association of 
Chicago. 


AMERICAN NATL. 
BANK & Trust Co. 


Chicago G. J. Chartier promoted from vice 
City NATL. BANK president to senior vice president; C. 
& Trust Co. F. Boerger to trust officer; Nelson L. 


Barnes, Jr., made asst. trust officer. 





NORMAN B. WESTON 
Detroit 


Chicago 
First NATIONAL 
BANK 


Walter M. Heymann elected to the 
newly created position of executive 
vice president; P. L. Stevenson to vice 
president in the trust department. 
Former trust officers elected asst. vice presidents: J. P. 
Baxter, L. C. Gilbertson and H. H. Hawes. Elected asst. trust 
officers: C. H. Scholfield and W. R. Vanderpoel. Promoted to 
trust officer: H. R. Wilking. 


Chicago Named vice presidents in the trust de- 
NORTHERN partment were: James D. Green (to 
TRusT Co. head the real estate division) and Thos. 


L. McDermand (in charge of the de- 
partment’s personal business development division). Appointed 
assistant secretaries in the trust department were: Hugh 
B. McCulloch, Edward Quebbeman and William A. Stenson. 
Mr. Green, graduate of Armour Institute of Technology and 
Massachusetts Institute of Technology, will have charge of 
the bank building and premises. McDermand is a graduate 
of the U. of Wisconsin and DePaul U. Law School. 


Decatur 
CITIZENS 
NATIONAL BANK 


In addition to trust officer, Fletcher 
C. Ransom became vice president. Mr. 
Ransom graduated from DePauw U. 
and Vanderbilt Law School. 


Peoria Warren M. Webber advanced to trust 
COMMERCIAL officer, and Charles F. Nordbush to 
NATIONAL BANK asst. cashier, both in trust administra- 

tive work. 
IowA 


Cedar Rapids 
MERCHANTS 
NATIONAL BANK 


George F. Miller retired as vice presi- 
dent in charge of the trust depart- 
ment after 53 years of banking ser- 
vice; Russell L. Hess appointed vice 
president to head the department. With the bank since last 
May as trust officer, Hess was Federal Estate Tax Examiner 
for Eastern Iowa for the preceding 17 years. He is a graduate 
of College of Law, U. of Iowa. 


Cherokee 
CHEROKEE 
STATE BANK 


Loren Anderson elected vice president 
and trust officer. 


LOUISIANA 


W. L. Ward, Jr., succeeds William B. 
Gladney as president upon the latter’s 
appointment as vice chairman of the 
board. Edward H. Sutter promoted to 
vice president and trust officer; and Joseph H. Baynard from 
asst. trust officer to asst. vice president. 


Baton Rouge 
FIDELITY 
NATIONAL BANK 


MARYLAND 
Cumberland T. V. Fier, trust officer, now vice 
First NATIONAL president and trust officer. 
BANK 
MASSACHUSETTS 
Boston Philip H. Bunker, formerly asst. vice 


BosTON SAFE DE- 
POSIT & Trust Co. 


president, and Harry H. R. Spoffard, 
formerly trust officer, elected vice 
‘presidents. Henry A. Fortescue pro- 
moted to trust officer. 


Brockton William A. Favor advanced to trust 
HoME NATIONAL officer. Wayne E. Clark, vice president 
BANK and trust officer, elected to the board 

of directors. 
MICHIGAN 

Detroit Norman B. Weston, personal trust 
NATIONAL BANK division, and David D. Williams, in 
OF DETROIT charge of the investment division, pro- 


moted to vice presidents and asst. 
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H. P. CAMERON 
Kansas City, Mo. 


THEO. S. CHAPMAN 
Kansas City, Mo. 


Davip D. WILLIAMS 
Detroit, Mich. 


trust officers; John F. Fralish and Richard D. Arnos elected 
asst. trust officers. 


A graduate of Harvard Graduate School of Business, 
Weston joined the bank in 1941. Williams, a Dartmouth Col- 
lege graduate, joined in 1945. 


MISSOURI 


Theodore S. Chapman named cor- 
porate trust officer. Formerly a law 
partner in the firm of Chapman and 
Cutler of Chicago, where he worked 
closely with the Harris Trust & Savings Bank, Chapman is 
a graduate of Princeton U. and holds a doctor of laws degree 
from Northwestern U. 


Kansas City 
City NATIONAL 
BANK & TrRustT Co. 


Kansas City H. P. Cameron and C. H. Owens ad- 


COMMERCE vanced to vice presidents and trust of- 

Trust Co. ficers having formerly been trust of- 
ficers. 

St. Louis Harry F. Harrington elected president 

BOATMEN’S succeeding H. T. Jolley, who became 


vice chairman of the board. Royal D. 
Kercheval, having asked to be re- 
lieved of his duties as trust officer, elected senior vice presi- 
dent of the bank; David H. Morey elected vice president and 
trust officer to succeed him as head of the trust department. 


NATIONAL BANK 


MONTANA 


Great Falls 
First NATIONAL 


I. M. Monsos appointed asst. cashier 
and asst. trust officer, among other 


BANK promotions at First National. 
NEBRASKA 
Lincoln John C. Whitten elected vice president 
FIRST in charge of trust operations; Howard 
TRustT Co. A. Chapin (former investment officer) 


elected trust investment officer and 
assistant secretary; and Robert D. McNutt, a State Senator 
who joined the bank the first of the year, elected trust officer. 
Eugene W. Pester resigned as trust officer. (See Rapid City, 
S. D.) Senator McNutt is a past president of the junior bar 
section of the State Bar Association and a past vice president 
of the Nebraska State Bar Association. 
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DONALD CARPENTER 
Plainfield 


Davin H. MorEY 
St. Louis 





C. H. OWENS 
Kansas City, Mo. 


Omaha 
FIRST 
NATIONAL BANK 


Herbert S.. Young named asst.. trust 
officer. 


G. F. Kroger and George H. Norton, 
Jr., became vice presidents in the trust 
department. Kroeger joined the bank 
in 1929, became trust officer in 1942; 
Norton joined Omaha National in 1952 as asst. vice president 
in charge of trust investments. 


Omaha 
OMAHA 
NATIONAL BANK 


NEW JERSEY 


George F. Roberts promoted to vice 
president and trust officer. 


Atlantic City 
GUARANTEE BANK 


& Trust Co. 
Bloomfield Jeffrey T. Ellis, formerly asst. trust 
BLOOMFIELD officer and asst. secretary, appointed 


Savincs BANK comptroller. 


Charles. E. Clifton, vice president and 
trust officer, elected to the board of 
directors. 


Jersey City 
TRUST Co. OF 
NEW JERSEY 


Morristown Donald E. Kyle, in charge of trust 
MorRISTOWN investments, advanced to asst. vice 
Trust Co. president and will have responsibility 


for the bank’s own investments. Kyle 
joined Morristown Trust in 1927, is a former president of 
the Board of Education of his home town of Morris Plains. 


Newark Robert deB. Nugent, asst. vice presi- 
WEsT SIDE dent, also named trust officer. 

Trust Co. 

Plainfield Donald D. Carpenter, in charge of the 
PLAINFIELD bank’s trust investment department, 
TrusT Co. advanced from asst. trust officer to 

asst. vice president. 
NEW MEXxIco 

Albuquerque Joseph L. Threadgill, trust officer, 

FIRST given the additional title of vice presi- 


dent; John W. Stearns, asst. trust. 
officer, also received the title of as- 


NATIONAL BANK 


sistant cashier. 


TRACERS CO. of AMERICA 
513 MADISON AV. NY. 22 NY. 




















































RAYMOND N. BALL JouN W. REMINGTON B. W. BARNARD 


Rochester New York Charlotte 
Santa Fe Lela Baker resigned as vice president 
FIRST and trust officer and is succeded in 


that position by Edward H. Tatum, 
Jr., formerly asst. trust officer. 


NATIONAL BANK 


NEW YORK 


Andrew J. Wieman elected an asst. 
trust officer, among other promotions. 


Buffalo 
MARINE TRUST Co. 
OF WEST. NEW YORK 


Mount Vernon James E. Courtney promoted to cash- 


FIRstT ier and asst. trust officer. 
NATIONAL BANK 

New York Frederick K. Bullard became an asst. 
FEDERATION BANK trust officer. 
& Trust Co. 

New York Harold C. Michael promoted to asst. 
FIRST trust officer. 


NATIONAL BANK 


Patchogue Wallace Otis has become a trust of- 
PATCHOGUE ficer. 
BANK 

Rochester John W. Remington elected president 


LINCOLN ROCHESTER succeeding Raymond N. Ball, who be- 
TrustT Co. came the first full-time chairman of 
the board. Mr. Ball and Mr. Reming- 
ton will make policies for the bank and the latter will be 
chief executive officer. Ball, president since 1929, was previ- 
ously vice president and treasurer of the U. of Rochester. 
At present he is chairman of its board of trustees. Reming- 
ton, a graduate of the U. of Rochester, Harvard Law School, 
and the Graduate School of Banking of Rutgers U., joined 
the bank in 1930 as trust officer, was later elected vice presi- 
dent in the trust department, and three years ago became 
executive vice president. He is a past president of the Alumni 
Association of the U. of Rochester and of the Trust Division 
of the American Bankers Association. 


Chester F. Millhouse, formerly vice 
president and trust officer, received 
the title of senior vice president. 


Troy 
MANUFACTURERS 
NATIONAL BANK 


White Plains 
CouNTY 
Trust Co. 


Wallace N. Watson resigned as vice 
president in charge of the trust de- 
partment to become general manager 
of the Estate Planning Department of 
the H. Malcolm Teare Agency of the American National 
Insurance Co., West Palm Beach, Florida. An authority in 
this field, Watson has done this work for over 20 years. 


NEW HAMPSHIRE 


Nashua 
INDIAN HEAD 
NATIONAL BANK 


Beatrice M. Soucy elected asst. trust 
officer. 


NorTH CAROLINA 


Charlotte Torrence E. Hemby elected chairman 
AMERICAN of the board; Addison H. Reese, presi- 
Trust Co. dent; B. W. Barnard promoted to 


senior vice president and senior trust 
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RICHARD E. MAYNE 
Cleveland 


E. C. STEVENSON 
Charlotte 


J. B. Bostick 
Charlotte 


officer; and J. Benjamin Bostick made vice president and 
trust officer. Barnard came to American Trust in 1943 from 
First Mechanics and National Bank, Trenton, N. J., is a 
graduate of Duke U. with a B.S. degree, and received his 
Masters degree from Princeton. A graduate of The Citidel 
in Charleston, Bostick joined the bank in 1951, coming from 
Hanover Bank of New York. He also has his M.B.A. from 
New York U. 


Charlotte 
UNION 
NATIONAL BANK 


Everett C. Stevenson became trust of- 
ficer. Formerly a trust officer asso- 
ciated with First National Bank of 
Bound Brook, N. J., and the First 
National Bank of Freeport, N. Y., Stevenson is a graduate 
of the Graduate School of Banking, at Rutgers U., and his 
thesis “Banking in the Future, its Association with Trust 
Business,” was recommended for library distribution. 


OHIO 
Akron William L. Smith elected asst. trust 
First officer. 


NATIONAL BANK 


Cincinnati Lawrence W. Selzer made a trust of- 
CENTRAL ficer; Charles G. Sattler named in- 
TRUST Co. vestment officer; and five administra- 


tive assistants in the trust department 
elected assistant secretaries: Kenneth R. Cobb, Donald W. 
Franks, Robert F. Hartkemeier, David L. Raine and William 
C. Tepfer. 


Cincinnati 
FIFTH THIRD 
UNION TRUST Co. 


Richard C. Lang elected trust officer. 
Starting with the bank in 1930, he has 
been in the trust department since 
1948. 


Richard E. Mayne, manager of the 
investment division, trust department, 
elected vice president in charge of 
that division. Mayne is a graduate of 
Penn State College and received a master’s degree in busi- 
ness administration from the U. of Michigan. 


Cleveland 
CENTRAL 
NATIONAL BANK 


Cleveland Vice president George F. Karch elect- 
CLEVELAND ed to the executive officers’ committee, 
TRUST Co. and vice president H. S. Yenne desig- 


nated to preside at meetings of the | 


board whenever the chairman and president are unable to 
be present. A member of the bar, Karch joined the bank in 
1926 and has specialized in trust work almost from the 
beginning. Yenne joined the bank in 1919 as an investment 
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R. E. VUNDERINK 


Cleveland Philadelphia 





clerk and advanced through the trust department to vice 
president in 1944. 


Promoted to asst. vice president was E. M. Wagner, 
estates department; R. A. Wieland, estates, and G. C. Stewart, 
corporate trust, advanced to trust officers; to asst. trust 
officers: P. V. Capuano and R. W. Jeavens (estates), F. J. 
Ponick (estate planning), C. W. Whitney and E. E. Eisen- 
mann (corporate trust); trust investment officers: William 
Clutterbuck and R. N. Druhot; securities officers in corporate 
trust: S. P. Masley and E. C. Eggert; and D. A. Endsley 
named trust accounting officer, corporate trust. 


Cleveland 
NATIONAL 


City BANK 


Russell E. Vunderink trust officer, pro- 
moted to asst. vice president; Lenore 
V. Freeman designated as trust offi- 
cer, the first woman to hold an officer- 


ship in the trust department, where she has been employed 
for twenty years. Vunderink came to the bank as an estate 
analyst in 1949, and is a graduate of Western Reserve U. 


Law School. 


Cleveland 


UNION BANK 
OF COMMERCE 


Edward F. Meyers appointed vice 
president and trust officer in charge 
of the trust department. With the 
bank since it was originated, Meyers 


has been a member of the bar since 1929. 


Dayton 


WINTERS NATIONAL 
BANK & Trust Co. 


Philadelphia 


THE PENNSYLVANIA 
Co. FOR BANKING 


& TRUSTS 


Robert Womsley, vice president in 
charge of the trust department, elected 
a director. 


PENNSYLVANIA 


William M. Davis retired and his 
place as senior vice president in 
charge of the trust department taken 
by Robert A. Wilson; Albert W. Whit- 
tlesey, in charge of the bank’s Com- 


mon Trust Funds, advanced to senior vice president. Albert 
J. Drueding, Clayton McElroy, Jr., and Robert K. McInnes 
advanced to trust officers; Henry J. Wylie to corporate trust 


officer; George Smith 
vice president. 


Wilkes-Barre 


MINERS 


NATIONAL BANK 


Charleston 


SouTH CAROLINA 
NATIONAL BANK 


from corporate trust officer to asst. 


John H. Livingston, asst. trust officer 
in new business, also named asst. vice 
president. 


SouTH CAROLINA 


J. H. McGee, vice president and senior 
trust officer, promoted to the newly 
created position of consultant to the 
trust department, in which capacity he 


will advise with the trust officers in the several offices of 
the bank throughout the State. 


Rapid City 
Rapip CITY 
TrRusT Co. 
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SoutH DAKOTA 


Eugene W. Pester, formerly trust of- 
ficer of First Trust Co. of Lincoln, 
Nebraska, elected vice president and 
trust officer at Rapid City. 


ROBERT A. WILSON R. P. EDMUNDS, Jr. 


Charleston, S. C. 


Dallas 
FIRST 
NATIONAL BANK 


A. H. DREBING 
Dallas Houston 


TEXAS 


Edward E. Stocker, who has been a 
partner in a law firm in Little Rock, 
was named asst. trust officer. His law 
career has included service as a clerk 


to the senior Federal district judge at Philadelphia, and 
duties with the district legal office and general court martial, 
11th Naval District, San Diego, Cal. 


Dallas 
MERCANTILE 
NATIONAL BANK 


Dallas 
REPUBLIC 
NATIONAL BANK 


Fort Worth 
Fort WoRTH 
NATIONAL BANK 


Houston 
SECOND 
NATIONAL BANK 


Lynchburg 
PEOPLES 
NATIONAL BANK 


Richmond 
VIRGINIA 
Trust Co. 


Arthur H. Drebing promoted to vice 
president and trust officer; Wesley W. 
Alexander and Ben J. Kerr to asst. 
trust officers. 


Promotions were: E. B. Fowler from 
trust officer to vice president, and 
James E. Magouirk to trust officer. 


John Barry Hubbard appointed asst. 
trust officer. 


J. W. Thigpen named vice president in 
addition to trust officer in the cor- 
porate trust division. 


VIRGINIA 


L. David Horner, Jr., vice president 
and trust officer, has been elected 
president. 


Samuel S. Jackson, former executive 
vice president, advanced to president 
to succeed Preston B. Watt, who re- 
tired but will continue to serve as 


chairman of the board. Mr. Jackson’s father, Herbert W., was 
president of Virginia Trust from 1909 until his death in 
1936. McDowell is a member of the Richmond and Virginia 
Bar Associations, and of the Virginia State Bar Association. 


Staunton 
AUGUSTA 
NATIONAL BANK 


Oshkosh 
FIRST 
NATIONAL BANK 


Anderson W. Carpenter given the title 
of vice president in addition to that 
of trust officer. 


WISCONSIN 


Clyde W. March promoted to trust 
officer. Prior to joining First National 
in 1948, March spent 10 years in banks 
in Milwaukee. 


New York Fiduciaries Re-elect Gambrell 








Corporate Fiduciaries Association of 
New York re-elected the following offi- 
cers for 1954: President: William H. 
Gambrell, vice president of New York 
Trust Co.; Vice President: Robert M. 
Lovell, vice president of The Hanover 
Bank; and Secretary-Treasurer, Ken- 
neth A. Hackler, trust officer of City 
Bank Farmers Trust Co. 
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Woman with 25 years estate, invest- 
ment and tax experience seeks position 
as administrative assistant. See ad be- 
low. 


Settled single woman, with 20 years 
experience in fiduciary work including 
executive capacity desires connection with 
progressive trust department. 42-2 


Trust officer, 35, with legal training 
and eight years experience in administra- 
tion, business development, estate plan- 
ning and corporate trusts, seeks position 
with progressive bank, preferably in Cali- 
fornia. 42-3 


A AA 


MERGERS & CHANGE OF NAME 


Wilmington, Del. — First NATIONAL 
BANK of Dover and EQUITABLE SECURITY 
Trust Co., will merge under the latter 
title as of the close of business February 
26, 1954. 


Philadelphia, Pa.—Merger of NorTH 
PHILADELPHIA TRUST Co. into the GIRARD 
TrRuUsT CoRN EXCHANGE BANK became ef- 
fective, total resources now exceeding 
$600,000,000. Milton L. Biehn is trust of- 
ficer, and John F. McNelis, Jr., asst. trust 
officer at the North Philadelphia branch. 


Providence, R. I.—PROVIDENCE UNION 
NATIONAL BANK and the INDUSTRIAL 
Trust Co. consolidated to form INpDUs- 
TRIAL NATIONAL BANK, thereby becoming 
the second largest bank in New England, 
with 32 offices throughout Rhode Island 
and total resources of over $479,000.000. 
This merger unites the second oldest 
bank in America with the State’s largest 
bank. Walter F. Farrell was elected 
chairman and T. Dawson Brown, presi- 
dent. Rupert C. Thompson, Jr., named 
executive vice president; Curtis B. 
Brooks and M. R. Flather promoted from 
trust officer and treasurer, respectively, 
to vice presidents. 


Tyler, Texas—TyYLer STATE BANK & 
Trust Co. has changed its title to TYLER 
BANK & Trust Co. 


a . & 
IN MEMORIAM 


HERMAN F. HAN, president of UNION 
BANK & Trust Co., Los Angeles. 


CHARLES M. TALBOT, trust officer in 
the investment analysis department of 
Boston SAFE Deposit & Trust Co. 


CARLETON P. WRIGHT, trust officer of 
First NATIONAL BANK & Trust Co., 
Oklahoma City, Okla. 
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“BRAIN” FOR COST ALLOCATION 


The IBM “701” computer on which the National City Bank of New York has just com- 
pleted the first problem in cost allocation ever performed for a bank on a giant electronic 
“brain.” It solved in 9144 minutes a problem that formerly took more than 1,000 man-hours. 
This new calculator can multiply and divide more than 2,000 times a second and can add 
and subtract more than 16,000 times a second. While solving a typical problem, the 
calculator is capable of performing 14,000 mathematical operations a second. 

In the center of the units, above, is the Electronic Analytical Control Unit, and at its 
right is a Card Reader. Behind the control unit is the Power Distribution Unit. On the left 
are the Magnetic Drum Storage Unit and the Electrostatic Storage Unit. In the group at 
the right are two Magnetic Tape Readers and Recorders, the Alphabetical and Numerical 
Printer and the Card Punch. Overlooking the calculator installed in the IBM World Head- 
quarters Building, New York, is a glass-enclosed conference room. 


Trust Company of Georgia 
Establishes Profit-Sharing Plan 


The stockholders of the Trust Company 
of Georgia, at their Annual Meeting, 
voted approval of a profit-sharing plan 
for employees which had been recom- 
mended unanimously by the Board of 
Directors. The plan is designed to aug- 
ment retirement benefits and give all 
employees of the Trust Company and its 
two wholly owned subsidiaries the op- 
portunity to invest in securities of their 
own company. All employees except the 
incumbent Chairman of the Board and 
President of the bank will be eligible to 
participate after one year of continuous 
service. 

A A A 


City National of Chicago 
Takes To Television 


Dr. Bergen Evans, famous Quiz Master 
of “Down You Go,” hosts the new half- 
hour interview show, “Of Many Things,” 
recently purchased by the City National 
Bank and Trust Co. of Chicago. A fif- 
teen-minute weekly television newscast 
also is sponsored by the bank, which is 
the first major Chicago bank to have 
more than a weekly show. 


ADMINISTRATIVE ASSISTANT 
EXPERIENCED IN INVESTMENTS, TAXES 


Woman, 25 years experience in Estate 
Management, Insurance, Investments, Se- 
curity Sales, Taxes, seeks position as 


administrative assistant to trust officer, 
estate attorney, or pension fund adminis- 
trator. Personable, pleasant personality, 
resourceful; willing to relocate. 


Box S-42-1, Trusts and Estates 
50 East 42nd St., New York 17 








Lentz to Advise Banks 


Rex V. Lentz, formerly in charge of 
new business development, public rela- 
tions and advertising for the Mercantile 
National Bank, Dallas, has opened his 
own management consultant service, Rex 
V. Lentz & Associates, with offices in the 
Fidelity Union Life Building, Dallas. The 
new firm will offer a specialized and con- 
fidential service available to banks any- 
where in the United States, on such mat- 
ters as new business development, em- 
ployee relations, public relations, adver- 
tising, employee educational programs, 
special events, or the efficient and func- 
tional arrangement of the physical busi- 
ness plant itself. 

A A A 


$68-Million On Bank 
Advertising In 1954 


The 14,130 commercial banks in the 
United States will spend a new high of 
$68-million on advertising during 1954, 
according to the annual survey just com- 
pleted by the Advertising Department of 
the American Bankers Association. 

Newspapers are the number one ad- 
vertising medium, with direct mail sec- 
ond and window and lobby displays third. 
Television occupies tenth place, but the 
number of banks using it has more than 
doubled since last year. Other media 
reported, in the order of choice, were 
calendars, radio, specialties, outdoor bill- 
boards, theater (slides and shorts), and 
bus and car cards. 

A A A 

Blazing a new path in anniversary cele- 
brations, First National Bank of Nevada, 
Reno, which just completed its 50th year, 
published the State’s banking history 
throughout Nevada. 
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TRUST COST ANALYSIS 


HE CONTINUING ATTENTION DEVOTED 
{ be the control of costs for adminis- 
tering individual trust accounts stems 
from the fact that for many years trust 
departments have operated at a loss, 
often of a substantial amount. The im- 
portant cumulative developments that 
have contributed to the problem facing 
trust managements include: 


(1) Acting for fees quoted many 
years ago and based mainly on 
income. 


(2) Decrease in the average size of 
estates. 


(3) Increase in average salaries. 
(4) Increase in necessary services. 


(5) Increase in co-fiduciary appoint- 
ments resulting in a smaller share 
of commissions to the trust de- 
partment. 


With annual deficits facing them, the 
trust departments concerned have only 
two ways of correcting the situation: (1) 
by reducing expenses and (2) by in- 
creasing commissions. Under modern 
trust administration the results of ef- 
forts to reduce expenses, however mate- 
rial, have generally been nullified 
through the constantly increasing duties 
and responsibilities of trustees which 
make personnel reductions difficult. Pro- 
gress in this direction is also retarded 


9 by a desire to expand and improve ser- 


vices in the interest of beneficiaries. The 
fundamental solution, therefore, is in- 


j creased income since trust departments, 


as any other business organization, can- 
not live with a restricted income and 
increasing costs. To increase the rate of 
income, a trust officer must have a sound 
basis for the proposed increase before 
approaching a court, a life tenant or an 
executive of an institution. 


As later indicated, restrictions on im- 
proving the status of business on hand 
are greater than those applying to new 
accounts. While both the immediate and 
cumulative results of adjustments to cur- 
rent accounts are helpful, it is through 
business obtained under new conditions 
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R. A. KNECHT 


Mr. Knecht at- 
tended the Univers- 
ity of Pennsylvania 
and has been a 
senior accountant on 
the Philadelphia 
staff of Lybrand, 
Ross Bros. & Mont- 
gomery, Certified 
Public Accountants, 
since 1942 where he has specialized on trust 
and utility examinations. 





that the full effect of knowing costs will 
be felt in operating results. 


Allocation of Costs 


Trust accounts may be divided into 
three general types: agency accounts, 
trusts under deed and trusts under will. 
Another grouping (consisting of all 
three of the above types) should be set 
up as charity accounts representing edu- 
cational, religious and similar organiza- 
tions, since a separate policy usually gov- 
erns the recommendations resulting from 
an analysis of these accounts. Various 
trust associations have long attempted to 
develop a uniform method of allocating 
costs and charges and, basically, much 
has been accomplished although some 
cities and areas have variations in prac- 
tice according to their respective needs. 
Divergence of opinion as to the proper 
method of allocating indirect expenses 
has perhaps slowed down progress in this 
respect. The following general principles 
of allocation are advanced as a basis for 
the establishment of procedures to be 
used in unit cost determination and ac- 
count analysis. 


(1) Elimination of such items as ex- 
traordinary charges and credits 
against trust department income 
and credit for collateral advan- 
tages to bank departments. 


(2) Inclusion in gross earnings of 
only executor’s and trustee’s fees, 
commissions from income, fees 
and revenue from miscellaneous 
services in the normal course of 
business. For the purpose of 
determining the gain or loss in- 


volved in handling a trust account 
over, say, a one-year period, it 
would be desirable to eliminate 
any extraordinary compensation 
or lump sum commissions on prin- 
cipal so that the result would 
represent the status of the ac- 
count on a comparable basis with 
prior years. 


(3) Elimination of any attempt to 
specially account for the cost of 
interviews with clients, prepara- 
tion of tax returns, investment 
responsibility, disbursement of 
income, etc., since such costs are 
considered on an overall basis un- 
der an average cost per invest- 
ment unit. 


(4) Inclusion in expenses of only di- 
rect expenses and a proportion of 
overhead including a charge for 
rental value of space used. 


By restricting income and expenses 
to the limits outlined, satisfactory and 
accurate results can be obtained without 
using an involved method of cost ascer- 
tainment. 


Average Unit Cost 


The next step in cost determination is 
to establish an average unit* cost for the 
handling of the various classes of assets 
such as stocks, bonds, mortgages and 
real estate and, in this connection, it is 
necessary to break down each class by 
the number of units and to segregate 
trust department expenses in such man- 
ner that the cost of servicing each class 
of investment may be determined. For 
example, to ascertain the cost of a real 
estate item, it is necessary to add to the 
direct cost of operating the real estate 
section of the trust department a portion 
of the general overhead of the entire 
trust department. The general overhead 
expenses may be apportioned by taking 
the percentage of real estate units to total 


*By unit of investment is meant a holding in a 
trust account of a particular asset. Each invest- 
ment in an account is considered as one unit re- 
gardless of amount or character since the cost of 
handling a small or large investment in one unit 
is practically the same. The generally larger costs 
involved in mortgages and real estate would be 
reflected in their respective unit cost figures. 





149 








units of investment and applying that 
ratio to total indirect expenses. The cost 
of handling a unit of investment, whether 
stock, bond, mortgage or real estate, is 
then computed by dividing the number 
of units of investment into the respective 
allocated costs. 


Under this method, the accounts with 
fewer investment units stand but a small 
proportion of the expenses of the larger 
accounts, and the use of unit costs can 
largely be helpful in predetermining — 
with the possible exception of agency 
accounts — whether or not a new ac- 
count will be profitable as well as in 
deciding if accounts already on the 


EXECUTOR 
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(GUARDIAN 
CUSTODIAN 


INVESTMENT 
COUNSELOR 


The only company in the 
State of Florida engaged 
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books are satisfactory. If the number of 
units of different kinds of investment in 
a trust and the average cost per unit 
thereof are known, the simplest method 
of approximating the annual account 
cost is available. A sound and firm policy 
on the quotation of rates for acceptance 
of new business should be predicated on 
such current unit costs and an adequate 
profit margin. 


Account Analysis 


A comprehensive cost analysis of all 
trust accounts should be undertaken 
after unit costs are known and, to obtain 
maximum results from such a review, an 
account analysis division within the 
trust department is recommended for the 
conduct of a coordinated program. This 
division would determine whether the 
compensation corresponds with the ser- 
vices and responsibilities involved and 
would cooperate with trust administra- 
tors in obtaining an adjustment of com- 
pensation, where possible, in unsatisfac- 
tory accounts. The analysis division 
would also be available for advice as to 
the acceptability of new accounts. 


Additional objectives of the analysis 
program include adjustments in trans- 
action charges for purchases and sales 
of securities in agency accounts and 
minimum fees where inadequate rates 
exist; reduction of unnecessary diversi- 
fication of investments; consolidation of 
various funds of large trusts; limitation 
of special services for unprofitable ac- 
counts; and a review by a real estate 
officer of those accounts which contain 
real estate and mortgages to recommend 
service fees where special work is per- 
formed. Where services are regarded as 
unusual, they should be specified as such 
to the client and adequate fees sched- 
uled therefor. 


The centralized responsibility for pro- 
cedure and results incident to an account 
analysis division should contribute to a 


uniform policy and quicker, more satis- 
factory benefits. Reliance upon individ- 
ual administrators to review each ac- 
count with the client results in slower 
progress and a lack of uniformity in pre- 
senting a case to a client. After the ac- 
count analysis division has made a care- 
ful and impartial analysis of accounts 
from a cost basis, the account analyst 
should submit an independent recom- 
mendation. This conclusion should then 
be discussed with the trust administra- 
tor and, finally, submitted to senior offi- 
cers for review. 


Establishing Basic Policies 


Preliminary analysis proceedings in- 
clude such matters as definition of policy 
by senior officers, preparation of account 
information forms, determination of fol- 
low-up and filing procedures, and estab- 
lishment of the sequence in which ac- 
counts are reviewed. Definite policies 
should be determined at the outset on: 

(1) Establishment of a profit margin 


reasonable for trust administra- 
tion. 


(2) Basis for administration of char- 
ity accounts — often at cost. 

(3) Policy as to resigning as fiduciary 
where accounts are hopelessly un- 
profitable — individual considera- 
tion usually governs. 


(4) Frequency with which accounts 
are to be analyzed — for example, 
once in five years. 

Full time personnel requirements, 
whose salaries represent the main cost 
of the study, for an account analysis 
division based on a program covering, 
say, 3,000 to 6,000 accounts over a pe- 
riod of six to twelve months would ap- 
proximate the following: 


Supervisor — the account analyst. Di- 


rects the operations of the unit and | 


contacts administrators, clients and 
senior officers. Reaches an indepen- 
dent decision. Background in trust 
administration or trust operations 
required. 


Complete banking and trust services 


FIDELITY TRUST COMPANY 
Pittsburgh, Pennsylvania 


Member Federal Deposit Insurance Corporation 
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Assistant Supervisor. Coordinates 
most cf the analysis detail, routes 
analysis sheets among other trust 
divisions and collects the sheets 
when they are completed. 


Secretary. Handles all stenographic 
requirements if no typing pool is 
available, assists with analysis de- 
tails and preparation and filing of 
reports. 


Sequence of Review 


A recommended sequence for review- 
ing the various types of trusts is (1) 
charities, (2) agencies and (3) trusts, 
especially since the charity accounts are 
usually serviced on a minimum basis. 
Losses in the first group are mainly due 
to the comparatively small principal 
values thereof, the desired diversifica- 
tion of investments and inadequate com- 
pensation. In such accounts of less than 
$100,000, the compensation necessary to 
cover the cost of servicing the account 
may easily approach 10% to 20% of 
the income. 


In agency accounts, compensation 
equal to the estimated unit costs and a 
profit margin should be obtained since 
agencies are not necessarily restricted 
to maximum rates for testamentary 
trusts. An effort should be made also to 
reduce costs in these accounts through 
consolidation of investments and reduc- 
tion in the number of statements, remit- 
tances, security lists and special reports, 
although consideration for further ap- 
pointments from this type of account 
may govern the extent of such reduc- 
tions. 


The trust accounts are probably the 
most difficult with which to cope since 
many accounts will already be at the 
maximum rate basis or the trust depart- 
ment may be committed to a definite 
basis of compensation through outstand- 
ing rate letters or through agreements 
included in the instruments. There will 
also be situations where requests for 


adjustments will not be made for such 
collateral reasons as age of client, unfor- 
tunate investment experience, related ac- 
counts and future business possibilities. 
However, where the commission rates in 
effect are considered inadequate and are 
below the maximum, the facts should be 
submitted, if practicable, to the parties 
in interest and additional compensation 
requested. In those trusts where the 
maximum rates are in effect, no analysis 
is necessary unless there are related ac- 
counts which would permit rate adjust- 
ments. 


The detailed information required by 
the account analysis division to evaluate 
the respective accounts, such as number 
and value of units, compensation, remit- 
tance data, account activity, and agree- 
ment as to compensation, is generally 
spread throughout the various divisions 
of the trust department. A processing 
plan must be developed to collect the 
many items of detailed information re- 
quired. To control the cost of analysis 
procedure itself, it is desirable to limit 
the personnel of that division as out- 
lined and utilize the regular personnel of 
the other trust divisions to assemble data 
contained in their records. The entire 
cost procedure should be explained thor- 
oughly to such personnel and to the trust 
administrators as well so that the pro- 
ject will have their understanding and 
confidence. 


Analysis Form 


The cost analysis form itself can be 
on one sheet of paper using both sides. 
The detailed information desired may 
be broken down under the seven follow- 
ing headings: 

(1) General — includes account 
name, number, capacity, adminis- 
trator, analysis period covered 
(for example, one-year period), 
date account was opened and co- 
fiduciaries, if any. 


(2) Unit Analysis — includes a 


Complete facilities for handling your 


Banking and Fiduciary Business 


promptly and effectively. 


tke FIFTH THIRD [JNION TRUST <°- 


CINCINNATI, OHIO 


Member Federal Reserve System —- Member Federal Deposit Insurance Corporation 
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(3) 


(4) 


break-down of the investment 
units by type, approximate value, 
number’ and cost thereof by type 
and in total. The unit cost by 
type is printed within this head- 
ing. 

Compensation — provides details 
of various commission rates, ser- 
vice fees, transaction charges, to- 
tal compensation to trustee and 
co-fiduciaries, and, lastly, the 
profit or loss for the account. 


Related Accounts — covers de- 
tails of all related accounts such 
as whether account is revocable or 
irrevocable, whether or not trust 
department is acting as executor, 
the beneficiaries, and the known 
or estimated termination dates. 


Outstanding 
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(5) Supplementary Data — pertains 
to number of statements, and re- 
mittances rendered, date of last 
commission change, agreement as 
to compensation, number of tax 
returns prepared, security activ- 
ity, and other important details 
that may be in a central file. 


Special Services — includes in- 
formation as to security lists and 
investment services. 


(6) 


Recommendation — outlines pro- 
posed action. 


(7) 


Divisional Functions 


The requirements of the various trust 
department divisions in the analysis pro- 
cedure are as follows: 


Account Analysis Division — writes 
number of account, name, capacity, date 
of analysis and administrator’s name on 
analysis form. The data may be obtained 
from a runoff of accounts by a tabulat- 
ing division or from the control cards 
of trust ledgers. It is important to con- 
trol the amount of detail work performed 
by this division in order to speed the 
completion of the analyses and limit the 
personnel engaged in this work. 


Trust Remittance Division — _ indi- 
cates related accounts, account activity, 
special banking accounts, special checks 
and normal remittance procedures. 
When this division finds related ac- 
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counts, the principal account form 
should be returned immediately to the 
analysis division so that analysis sheets 
may be prepared for the related accounts 
and the accounts completed as a group. 


Trust Asset Division — the sheets are 
then forwarded to this division and the 
following information is filled in: 


(a) Fair market value of mortgages 
and real estate, if any. 


Number of units of investment of 
each type which are counted from 
asset cards or books. 


(b) 


Total number of units of invest- 
ment. 


(c) 


(d) 


Unit cost for each type of invest- 
ment. 


(e) 


Total cost for each type of invest- 
ment. 


(f) Margin of profit; this profit mar- 
gin plus the unit costs should 


equal compensation. 


Trust Statement Division — upon re- 
ceiving the analysis sheets from the trust 
asset division this division proceeds to: 


(a) Analyze bookkeeping cards for 
one-year period to obtain income 
and commissions, broken down as 
to personalty and real estate and 
transaction charges. 


Obtain commission rate from 
bookkeeping cards. 


(b) 


Add co-trustee’s commissions and 
enter total on form. 


(c) 
(d) Note the one-year period from 
which income and commission fig- 
ures were taken at top of analysis 
form. 


(e) 
(f) 


Compute net profit or loss. 


Note in spaces available on back 
of analysis form any collateral 
data such as number of state- 
ments rendered. 


Investment Division — fills in the in- 
vestments in stocks and bonds, using the 
latest approximate values as returned for 
personal property tax purposes and mar- 
ket, appraised or other fair valuations of 
nontaxable personal property. 


Docket Division and Central File — 
furnishes information as to the number 
of beneficiaries, termination or with- 
drawal fees, agreement as to compensa- 
tion, whether account is revocable or ir- 
revocable, names of co-fiduciaries, 
whether company was executor, etc. 


Review and Follow-Up 


After the account analysis division has 
obtained complete factual data on an 
account and reviewed the instruments 
where necessary, the following additional 
steps of review and follow-up are neces- 
sary: 

(1) The account analyst should thor- 
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oughly discuss the cost-analysis with the 
administrator of the account, obtain any 
necessary background and review any 
collateral advantages accruing to the 
fiduciary from the account. At this point 
the analyst and the administrator should 
reach a definite conclusion as to the 
action to be taken. It would also be time- 
ly to review the investment portfolio for 
overdiversification. 










(2) The cost-analysis form, with the 
proposed action indicated, should then 
be submitted to senior officers of the 
trust department for review and ap- 
proval of the recommendation. 


(3) With a definite decision reached 
as to the desired results, the administra- 
tor should then arrange for an inter- 
view with the client. The account analyst 
attends this meeting and presents the 
case for consideration. The letter used 
in contacting parties in interest should 
be prepared by the account analyst and 
be typed by a member of the stenograph- 
ic pool, if available. This letter should 
carefully outline the factors involved — 
for example, increased operating ex- 
penses, present rate basis, composition 
of the account, additional requirements 
of trustees, a summary of gross income 
and commissions received during the 
analysis period, the estimated annual 
cost and the increased commissions de- 
sired (to bring the total charge up to 
what would be indicated for new busi- 
ness). Correspondence and central file 
information should be available when 
the letter is written. In some cases, where 
there is no response to the initial letter, 
the situation may permit merely writing 
another letter to the client informing 
him that a rate increase has been effected 
as of a certain date. 








































(4) If a definite decision is not 
reached at the first meeting with the 
client, the responsibility should rest 
with the account analyst to make a rec- 
ord of and follow up the negotiations. 










(5) Accurate and complete records 
must be maintained on all accounts re- 
viewed and the final results obtained 
should be noted. Periodic progress re- 
ports should be submitted to senior off- 
cers showing commission adjustments 
during the period, by cumulative total 
and by individual administrators, and 
outlining problems and matters of inter- 
est faced in the course of the work. 


(6) A procedure should be estab- 
lished for a definite, periodic follow-up 
of all accounts reviewed to determine 
that they continue on a satisfactory 
basis. 
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What Analysis Suggests 


The experience from an account an- 
alysis program will indicate that trust 
departments often have too many small 
accounts in which the number of invest- 
ment units is unnecessarily large. If the 
number of units can be reduced, the 
work involved and the collection costs 
should also be reduced and, in many 
cases, the principal of the trust and the 
trust income will be enhanced. Whenever 
possible, at the time new accounts are 
accepted, small holdings should be liqui- 
dated but only with regard for proper 
diversification in each account. 


A reduction in the over-all number 
of units of investment does not necessar- 
ily mean that expenses will be lowered 
concurrently. Where the number of units 
decreases and the total costs are relative- 
ly unchanged, the unit costs will, of 
course, be higher despite improved oper- 
ating efficiency, but the capacity to han- 
dle additional business would be in- 
creased. This increase in capacity may 
well be put to good use. Under today’s 
conditions, trust organizations must be 
geared to handle a larger number of 
smaller accounts and the trend toward 
pension plans and other means of secur- 
ity in the past two decades also has 
enlarged the potential market for trust 
services. 


There are two means of reducing the 
number of units: (1) by consolidation of 
investments to avoid over-diversification, 
and (2) by the use of a common trust 
fund. Although primarily of value to 
smaller estates, these funds are generally 
adaptable to all but the largest trusts 
and their formation has led to substan- 
tial economies in many trust depart- 
ments, 


Results 


Experience has proven that trust 
clients are willing to pay for services 
rendered, provided the same are effi- 





cient and satisfactory. In one survey in- 
creased commissions were obtained in 
90 per cent of the requests while only 
nine accounts were withdrawn as a result 
thereof. Such results reflect careful an- 
alysis and presentation of justification 
for additional compensation. 


The compilation of detailed data and 
the careful analysis of information ob- 
tained can be accomplished only through 
the full cooperation and support of sen- 
ior officers, administrators and members 
of the trust divisions concerned. How- 
ever, the benefits to be derived from a 
program of this kind undoubtedly jus- 
tify full consideration of the subject and 
the increased commissions are not the 
only benefits obtained from an account 
survey. 


The detailed study of accounts and 
the discussion of varied cases by all con- 
cerned points the entire staff toward be- 
coming cost, as well as commission, con- 
scious. The program may reveal the exis- 
tence of a wide variety of rates for simi- 
lar types of accounts and services devel- 
oped over a period of years, emphasizing 
the value of an analysis program to pro- 
vide uniform rate quotations, While 
there may be limitations regarding some 
accounts which are serviced at a loss 
despite maximum rates, prospective busi- 
ness should be considered as to whether 
it is desirable and profitable. The ac- 
count analysis program also emphasizes 
the need for and encourages the exten- 
sion of use of the common trust fund as 
a means of enabling more trust compa- 
nies to provide better services with great- 
er assurance of receiving reasonable 
compensation. 


A AA 


Group Retirement Plan for 
Manufacturer’s Correspondents 


A Group Retirement Program for of- 
ficers and employees of its correspondent 
banks was announced by Manufacturers 
Trust Company, New York, in January. 
It is “a flexible program suitable for all 
participating banks, regardless of size,” 
President H. C. Flanigan said, “. . . each 
participating bank can have its own 
plan, tailor-made to fit its particular 
needs.” 


To assist banks in formulating their 
own retirement plans, Manufacturers 
Trust Co. is offering its own services and 
will make available those of independent 
actuaries. When a bank decides to partici- 
pate, it will execute a trust agreement 
with Manufacturers Trust as trustee, 
authorizing the trustee to invest the 
funds of the trust with the funds of all 
other participants. 
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Louisiana Bankers Hold 
Public Relations -Man Power 
Forum 


Community relations, bank advertis- 
ing and personnel problems were dis- 
cussed at the third annual Public Rela- 
tions-Man Power Forum sponsored by 
the Lousiana Bankers Association on 
November 3, 1953, in Alexandria. Wil- 
liam Powers, deputy manager of the 
American Bankers Association, told the 
110 bankers that personnel turnover in 
banks with less than $10 million re- 
sources is still 25% to 35%. Low pay 
is the chief cause of dissatisfaction, he 
said, in spite of surveys that show pay 
as the fifth or sixth item in employee 
desires. A salary schedule should be 
compared not with other banks so much 
as with other businesses in the area 
which employ white collar workers. The 
three basic steps in a good personnel 
program, which Mr. Powers discussed, 
were Selecting, Training and Grading. 


Boyd Campbell, chairman of the 
board of Mississippi School Supply Co., 
spoke on “The Banker and the Com- 
munity,” stressing the banker’s oppor- 
tunity and responsibility for leadership. 
“You cannot expect to win and hold the 
confidence of the public and of your 
own employees,” he said, “unless you 
stand for the things that upgrade life.” 


Real planning for advertising which 
“will result in greater volume and great- 
er profits” was advised by Reed Sass, 
vice president of Fort Worth (Texas) 
National Bank. An adequate budget is 
necessary, too, he said, but often charges 
are put on the advertising budget which 
do not belong there. To help the bankers 
avoid that situation Mr. Sass provided a 
list of items that properly should come 
under advertising. He suggested a 
greater use of the tools available from 
the Financial Public Relations Associa- 
tion and the American Bankers Associa- 


IN MISSISSIPPI 


This bank offers complete 
facilities for handling your 


Fiduciary and Banking busi- 


ness promptly and efficiently. 
We invite your inquiry when 
we can be of service. 


tion. The three steps of an advertising 
program, he said, are to know the bank’s 
objective for the year and what you 
want to advertise; to prepare a pro- 
gram; and to prepare a budget and 
select media. He recommended news- 
papers as the “lowest cost for the most 
circulation” and advised seasonal adver- 
tising such as automobile loans in the 
fall when new cars are appearing, and 
personal loans in January after Christ- 
mas shopping. 


A A A 


Twenty Banks “Excellently 
Managed” for 1953 


Twenty banking institutions have 
been certified as “excellently managed” 
by the American Institute of Manage- 
ment, New York, three of them for the 
fourth consecutive year — Continental 
Illinois National Bank & Trust Co., 
Chicago; Mellon National Bank & Trust 
Co., Pittsburgh; and National City 
Bank, New York. 


Receiving the designation for the 
third consecutive time were: First Na- 
tional Bank, Boston; First National 
Bank, Houston; National City Bank, 
Cleveland; Pennsylvania Company for 
Banking & Trusts, Philadelphia; Seattle- 
First National Bank, Seattle, and Se- 
curity-First National Bank, Los Angeles. 

Eight institutions were adjudged “ex- 
cellently managed” for the second time 
—American Trust Co., San Francisco; 
Central Trust Co., Cincinnati; Citizens 
& Southern National Bank, Atlanta; 
Fifth-Third Union Trust Co., Cincin- 
nati; First National Bank, Chicago; 
Franklin National Bank, New York; 
National Bank of Detroit, and Wachovia 
Bank & Trust Co., Winston-Salem, N. C. 


Chemical Bank & Trust Co., New 
York; Indiana National Bank, Indian- 
apolis; and Trust Company of Georgia, 
Atlanta, received the award for the first 
time, covering 1953. 
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Gale F. Johnston, left, president of Mercan- 
tile Trust Co. of St. Louis, with W. Lynn 
Hemingway, chairman of the executive com- 


mittee, center, and Mayor Raymond R. 


Tucker who is pointing to General George - 


Washington’s personal camping chest, one 
of 20 items recently shown in the bank 
lobby. The traveling exhibit, Industrial 
Progress, U.S.A., on loan to the bank for a 
week from the Ford Museum at Dearborn, 
Mich., was viewed by 26,832 people. 


Chase Offers Group Insurance 
for Correspondents 


The Chase National Bank of New 
York, has outlined a new program 
under which Chase makes available an 
employee group insurance plan for some 
of its correspondent banks. The plan is 
being offered because many smaller 
banks have not been able to take advan- 
tage of low-cost group insurance pro- 
grams. Legal requirements make it ne- 
cessary for correspondent banks enroll- 
ing in the Chase program to pay the 
entire cost of the plan, without contri- 
butions from its employees. 


Chase will administer the plan as 
trustee through a group insurance con- 
tract with the Metropolitan Life Insur- 
ance Co., reinsured as to one half with 
The Travelers Insurance Co. The pro- 
gram will go into effect when a speci- 
fied number of banks enroll and the 
risks of all covered employees will be 
pooled into one large group. 


A A A 


Joint Tenancy 
(Continued from page 86) 


a major part of the task of the estate 
planners. In every case advantages must 
be weighed against disadvantages, tax 
considerations against the estate owner’s 
desires with reference to the disposition 
of his property, estate tax advantages 
against possible income and gift tax dis- 
advantages, and finally, if any technique 
is adopted, it should be that one which 
will accomplish the estate owner’s de- 
sires in the most economical and truly 
satisfactory manner. 
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WHERE THERE'S A WILL 


G. MUNROE HuBBARD, former president 
of Doremus & Co., a leading advertising 
and public relations agency, left his per- 
sonal effects and real estate, including 
his interest in a cooperative apartment, 
to his wife, who is given the income from 
the trust of the entire residuary estate. 
Upon her death, the principal goes to 
their son. However, Mrs. Hubbard is 
granted the power to terminate the trust 
at any time by written notice to the 
trustee, Bank of New York, which is also 
named sole executor. 


“Appreciating the difference,” Mr. Hub- 
bard wrote in his will, “between the 
character of the services rendered by a 
trustee and by investment counsel, and 
in order to enable my executor and trus- 
tee to pursue a liberal investment policy,” 
he authorized his trustee to employ inde- 
pendent investment counsel or the in- 
vestment counsel services of the bank 
itself. In either event, reasonable com- 
pensation, in addition to the commissions 
allowed by statute, is to be charged 
against the income or principal as the 
trustee determines. The bank is to re- 
ceive a minimum annual commission on 
income of $150, and in addition to the 
statutory fees it is entitled to reasonable 
compensation each year for assembling 
data for the preparation of income and 
other tax returns on behalf of the trust 
of the beneficiary. 


LOUISE DE KOVEN BOWEN, called the 
“social conscience of Chicago” for her 
life-long humanitarian work, particular- 
ly the sponsorship of Jane Addams’ Hull 
House, left a will with six codicils. 
Typical of her generosity, she gave a 
great many legacies to friends and em- 
ployees as well as relatives, but made no 
charitable bequests, stating that she 
would have made further provision in 
her will for charitable purposes “if I 
could feel that upon my death my estate 
would be ample to meet such additional 


bequests. But it is my conviction and de- 
cision that any such gifts at this time 
would be unwise.” 


Declaring that since “in these trying 
times (1942) it is difficult to get advice 
and there is such divergence of opinion 
on investments,” Mrs. Bowen wrote, “I 
deem it wise to place the remainder of 
my estate in trust with a bank and trust 
company in which I have confidence 
(Northern Trust Co. of Chicago), with 
my children and one of my grandchildren 
as co-trustees.” The trust income is to 
be divided into four equal parts, one 
each to her three living children and one 
among the children of her deceased son. 
The principal on the death of a bene- 
ficiary is to be paid over to his or her 
children. The trustees are authorized to 
purchase a home (or land and erect a 
home) for any beneficiary provided the 
latter agrees in writing to pay all taxes 
thereon and keep the property in good 
repair. Such residence is to become a part 
of the trust. 


In appointing the trust company and 
the same individuals who are trustees as 
executors, and “having in mind that my 
children and their descendants will share 
equally in my estate and that in all 
probability the estate will be simply pro- 
bated and administered,” Mrs. Bowen 
directed that the individual executors be 
allowed as their only compensation 
$10,000 each. They are to receive no com- 
pensation as trustees unless for some 
reason they have not qualified as execu- 
tors, in which event they are likewise 
to receive $10,000. 


FRANK JEWETT MATHER, JR., one of the 
nation’s leading art scholars and former 
director of the Museum of Historic Art 
at Princeton University where he taught 
for more than twenty years, bequeathed 
his collection of original drawings to the 
Museum. To the University he gave 
$5,000 to be added to the Caroline G. 
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Mather Fund. Williams College receives 
a legacy of $2,500 for the benefit of the 
Art Department. Dr. Mather expressed 
the wish that both legacies be paid in 
securities rather than cash, and that the 
Universities continue to hold them or 
purchase securities of substantially a 
like character “so that the capital and 
income from these bequests may not be 
decreased because of investments in se- 
curities with a fixed redemption value.” 


The residue of the estate, other than 
two legacies of $1,000 to a sister and a 
maid, is left outright to Mrs. Mather. 
In a codicil the testator directed that no 
gifts made prior to his death were to be 
taken into consideration in making dis- 
tribution of the estate. However, if Mrs. 
Mather had predeceased him, any gifts 
made after the date of the codicil, which 
exceeded $3,000 in one year to any bene- 
ficiary, were to have been considered an 
advancement to the extent of the excess 
and deducted from that person’s share 
“so as to reasonably equalize the distri- 
bution” of the estate. The decedent’s son 
and Princeton Bank and Trust Co. were 
named executors of the will and trustees 
of the contingent trusts which did not 
come into being by virtue of the widow’s 
survival. 

a -&4 2 

The late Senator Robert A. Taft left 
an estate of over $400,000. See page 76 
for details. 
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INCOME TAX 


Trusts for children are not partners 
for income tax purposes. Taxpayers, 
equal partners in wholesale grocery busi- 
ness, created trusts for their minor chil- 
dren conveying, respectively, two-thirds 
and three-fourths of their partnership 
interests. As consideration for transfer, 
trustee delivered interest bearing prom- 
issory notes to partners. Notes were sub- 
sequently satisfied from profits of busi- 
ness allocated to trusts. Tax Court sus- 
tained Commissioner’s deficiency against 
taxpayers based on contention that trusts 
were not valid partners for tax purposes. 
Entire partnership income was attributed 
to taxpayers. 


HELD: Affirmed. Neither children 
nor trustees performed substantial ser- 
vices in business. No original capital was 
invested, nor was any partnership agree- 
ment entered into between taxpayers and 
trusts. Court of Appeals found no valid 
business purpose for addition of trusts 
as partners. Partnership business con- 
tinued just as before. Maxwell v. Comm., 
4th Cir., Dec. 9, 1953. 


Depreciation of franchises not acquired 
by bequest must be based on cost not 
fair market value at death. Under will of 
previous emplcyer taxpayer’s_ stock- 
holder received goodwill of proprietor- 
ship carrying on food brokerage business 
together with right to purchase tangible 
assets of business. Decedent had repre- 
sented 27 food processors in area through 
oral, revocable franchises. Stockholder 
purchased tangible assets and negotiated 
with processors to continue franchises. 
Such negotiations resulted in written 
agreements providing for 10-year fran- 
chise with 11 companies, 5-year fran- 
chise with one company and continued 
oral franchises with remaining compan- 
ies. No cost was involved in continuing 
franchises except for $5,000 legal fee 
paid. 

Stockholder then organized corporation 
and transferred assets, goodwill of de- 
cedent and franchises in exchange for 
stock. Twelve written franchises were 
valued at $400,000 and corporation de- 
ducted 10% each year as depreciation. 
Basis of depreciation for corporation is 
controlled by basis in hands of stock- 
holder. Petitioner-corporation claimed 
basis was fair market value at date of 
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decedent-sole proprietor’s death, since 
franchises were acquired by bequest as 
part of goodwill. Tax Court, however, 
sustained Commissioner’s deficiency based 
on finding that stockholder’s basis was 
cost of franchises, $5,000. 

HELD: Affirmed. Franchises trans- 
ferred to corporation were not same as 
held by decedent but were result of new 
negotiations by stockholder. Thus, new 
franchises were not part of specific prop- 
erty of decedent which could be trans- 
ferred by bequest to stockholder. In addi- 
tion, franchises were not transferrable 
by decedent, since right to act for food 
processors must originate from their 
authorization. Right to use name of de- 
cedent did not make franchises part of 
goodwill. Bequest of right to acquire 
property does not mean that property 
when acquired was obtained by bequest. 
A. H. Morse Co.-v. Comm., ist Cir., Dec. 
28, 1953. 


Distribution of treasury stock to stock- 
holders is non-taxable stock dividend. 
Pursuant to plan, corporation purchased 
entire stock of controlling stockholder 
over a period of years, which stock was 
held as treasury stock. Thereafter, cor- 
poration declared stock dividend of all 
treasury stock to remaining two share- 
holders in proportion to their holdings. 
Tax Court sustained Commissioner’s 
assessment of deficiency against two 
stockholders, finding that stock dividend 
was taxable, though proportionate, since 
it was part of scheme by two stock- 
holders to acquire control. 

HELD: Reversed. Taxpayers origi- 
nally had contracted to purchase shares 
of controlling stockholder but did not 
have funds to make payments. There- 
after corporation agreed to purchase 
these shares. Purchase price was paid 
over 10-year period. After all shares had 
been purchased, stock dividend was de- 
clared. Court of Appeals found no tax- 
able event since, after dividend, stock- 
holders owned same proportional inter- 
ests in corporation. Fact that during 
10-year period corporate purchase of 
stock increased value of their stock is 
not a taxable event. This appreciation 
in value will be taxable upon any sub- 
sequent sale of stock, but does not affect 
non-taxable nature of stock dividend. 
Schmitt v. Commissioner, 3rd Cir., Jan. 
8, 1954. 


ESTATE TAX 


Value of funded life insurance trust 
considered transfer in contemplation of 
death. In 1931, decedent created 4 trusts 
for benefit of grandnephews and grand- 
nieces. He transferred policies of insur- 
ance on his life and corporate and gov- 
ernment bonds to trustee. Trust provided 
for use of income and principal for pay- 
ment of premiums, excess income being 
accumulated or paid to beneficiaries. At 
death of decedent and beneficiaries at- 
taining 30, trust would terminate. Dece- 
dent was wealthy bachelor and made 
many other substantial gifts in trust to 
same beneficiaries. Upon his death in 
1947, Commissioner assessed estate tax 
deficiency finding that insurance trust 
was created in contemplation of death 
under Sec. 811(c)(1) of Code. 

HELD: Commissioner sustained. 
Neither condition of health nor period 
between transfer and death were moti- 
vating factors. However, facts show that 
transfer was in contemplation of death. 
Income was insufficient to pay premiums 
and principal had to be invaded to sat- 
isfy obligation. Thus, no real economic 
benefit would accrue to beneficiaries until 
policies matured at decedent’s death. 
Though funded life insurance trust is not, 
per se, in contemplation of death, no evi- 
dence was shown to prove motive other 
than to make transfers effective at death. 
Nothing was accomplished that could 
not have been done by the insured re- 
taining the insurance without creation 
of trust. Estate of Charles I. Aaron, 
20 T.C., No. 44, Dec. 22, 1953. 


Value of survivorship annuities in- 
cluded in estate of primary annuitant. 
Decedent and her daughter contributed 
equally to purchase of survivorship an- 
nuties providing for monthly payments 
to decedent during her life and then to 
daughter if she survived, for her life. 
Cost of annuity for decedent alone would 
have exceeded her share of cost of sur- 
vivorship annuities. Decedent’s executor 
sued for refund of estate tax deficiencies 
paid by reason of Commissioner’s in- 
cluding in decedent’s estate value of 
annuities payable to daughter. Transac- 
tion was considered transfer intended to 
take effect at death under Sec. 811(c). 


HELD: Refund denied. Court consid- 
ered annuities as inseparable contracts. 
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Fact that decedent would have had to 
pay additional amount for annuity on 
her life alone does not change fact that 
interest passed to her daughter upon her 
death. Death of first annuitant was 
“generating event” which caused shift- 
ing of economic benefits and subjected 
transfer to estate tax. Estate of Ila M. 
Stewart v. U. S., D.C. D. Minn., Dec. 11, 
1953. 










REVENUE RULINGS 






Income Tax: Prospective application 
of Revenue Ruling relating to change in 
membership of partnership. Rev. Rul. 
144, I.R.B. 1953-16 revoked O.D. 228, 
C.B. 1, 190 (1919), and held that a 
partnership does not terminate for Fed- 
eral income tax purposes because of 
death, withdrawal, substitution, or addi- 
tion of a partner causing a change of 
interest among remaining partners. It 
was also stated that basis in partner- 
ship assets and partnership interest of 
each partner is distinct. Thus, change in 
membership may cause change of basis 
in partnership interest but not partner- 
ship assets. 




































Since, however, ruling was not pub- 
lished until August 3, 1953, it need not 
be applied to changes in partnership 
interests arising before January 1, 1954. 
Rev. Rul. 54-26, I.R.B. 1954-2 p. 18. 






Estate Tax: Where inter vivos trust 
included in decedent’s estate, attorney’s 
fees paid for accounting treated as de- 
crease in value of corpus and not as 
administration expense. Decedent created 
revocable trust during his life. He re- 
served income for life and provided that 
corpus be paid to named beneficiaries. 
Corpus was includible in decedent’s gross 
estate under Sec. 811(c)(1)(B) and/or 
811(d) of Code. Cases on subject of 
treatment of legal fees for accounting 
do not state whether they should reduce 
value of corpus or be deducted as ad- 
ministration expense. Ruling provides 
that fees should not be deducted as 
administration expenses. In cases where 
trust qualified for marital deduction, in 
treating legal fees as general expenses, 
entire value of corpus would qualify for 
deduction whereas spouse would receive 
lesser amount because of fees. This 
would give rise to double deduction. 
Thus, such expense should properly re- 
duce value of trust corpus for estate tax 
purposes. Rev. Rul. 293, I.R.B. 1953-26, 
p. 35. 























Estate Tax: Settlement received in 
action under Wrongful Death Statute 
hot includible in decedent’s estate. New 
Jersey’s “Death by Wrongful Act” Stat- 
Ute, like others, allows proper repre- 
‘entative of decedent to sue wrongdoer. 
However, all amounts recoverable are 
hot payable to decedent’s estate but to 
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those persons who were dependent on 
decedent and could take his property 
had he died intestate. 


Amounts recovered by judgment or 
settlement under this Act are not in- 
cludible in decedent’s gross estate for 
Federal estate tax. Decedent possessed 
no interest in possible recovery and 
possessed no cause of action which 
could be considered as having been trans- 
ferred to the beneficiaries at his death. 
Cause of action and right to proceeds 
recovered is created and controlled by 
Statute so nothing passes from dece- 
dent at his death which can be includible 
in his gross estate. Since proceeds are 
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compensation for loss of life, they are 
not income reportable by beneficiaries. 
Rev. Rul. 54-19, I.R.B. 1954-2, p. 22. 


Estate Tax: Marital deduction not 
allowed where wife’s power of appoint- 
ment did not extend to entire trust 
corpus. Decedent bequeathed residue of 
estate to trust-created during life. It 
provided for payments of entire net in- 
come to wife for life and gave her power 
of appointment over part of trust estate 
which, when added to other bequests to 
wife, would equal 50% of decedent’s 
adjusted gross estate. Power could be 
exercised by wife either during her life- 
time or by her will. 





The Second National Bank of Houston is one of the 


most highly departmentalized banks in the Southwest. Its 


large and fully organized Trust Department is available to 


banks and trust companies throughout the nation, and to 


their customers, for any fiduciary services needed in this 


area. Address Trust Department. 













iit SECON 


MAIN AT RUSK 





CAPITAL AND 


Member Federal Deposit Insurance Corporation 


SURPLUS 


ATIONAL 
Bomk of; Heurten 


15 MILLION DOLLARS 


743 « 








None of the trust corpus passing from 
decedent’s estate can qualify for marital 
deduction since requirement that power 
of appointment to surviving spouse 
must extend to entire corpus of trust 
is not met. Though separate trusts can 
be created in single instrument, here 
no separate trust was created for the 
corpus subject to the wife’s power of 
appointment. Rev. Rul. 54-20, I.R.B. 
1954-2, p. 23. 


Estate Tax: Life insurance proceeds 
payable to former wife incident to di- 
vorce decree not includible in decedent’s 
gross estate. Decedent and wife entered 
into separation agreement providing, in 
part, that decedent should maintain life 
insurance policies in force payable to 
wife. Agreement was not to be effective 
until incorporated in divorce decree which 
was later done. Under Sec. 811(g) (3), 
insurance is not included in decedent’s 
gross estate because of premium pay- 
ments made where policy is transferred 
by him in manner other than as gift. 
In Harrison v. Commissioner, 340 U.S. 
106 (1950), payments made by husband 
under separation agreement contingent 
upon approval by court in divorce decree 
were not considered gift of husband but 
rather, legal obligation imposed by court. 
Thus, since decedent possessed no inci- 
dents of ownership in policy and did not 
transfer policy as gift, proceeds are not 
includible in his estate. Rev. Rul. 54-29, 
I.R.B. 1954-3, p. 9. 


Gift Tax: Specific lifetime exemption 
of one spouse cannot be attributed to 
other spouse. Gifts made by one spouse, 
with consent of other, will be considered 
as made one-half by each. This provision 
does not authorize filing of joint gift 
tax returns. Accordingly, specific life- 
time exemption of one spouse cannot be 
attributed to other spouse. So where 
husband, with no specific exemption re- 
maining, makes gift consented to by 
wife who has specific exemption avail- 
able, husband cannot claim any part of 
wife’s exemption against one-half of 
gift reported in his gift tax return. Rev. 
Rul. 54-30, 1954-3, p. 10. 


Gift Tax: Wife may sign consent to 
splitting of gifts as agent for absent 
husband. During taxable year when hus- 
band was outside country in armed 
forces, wife filed gift tax return and 
signed, as agent for husband, consent 
to treat gifts as made one-half by each. 
Wife also filed gift tax return for hus- 
band, signed by her as agent. Subse- 
quently, husband ratified acts of wife 
upon his return to United States. 


Reg. 108, Sec. 86.20(a), allows execu- 
tion of returns by agent only when, 
“by reason of illness, absence, or non- 
residence, the person liable for the re- 
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turn is unable to make it within the 
time prescribed.” However, where such 
act is not ratified within a reasonable 
time after principal is able, return will 
not be considered properly filed. Rev. 
Rul. 54-6, I.R.B. 1954-1, p. 25. 


Income Tax: Rearrangement of capi- 
tal structure to increase executive’s stock 
interest is nontaxable recapitalization. 
A owns 30% of cumulative preferred and 
common stock of corporation and is im- 
portant executive of business. B owns 
56% and three other shareholders own 
remainder of issued stock. Because of 
necessity of A’s services to corporation 
and his dissatisfaction with his propor- 
tionate interest in common stock, rear- 
rangement of capital structure was pro- 
posed. To give A 40% of common stock, 
other stockholders were to exchange a 
portion of their common stock for new 
second preferred, one share of preferred 
for each $100 book value of common 
stock. Thus, by reducing amount of com- 
mon stock held by others, A’s shares 
would represent 40% of outstanding 
common stock. 

Ruling states that since corporation 
continued in modified form and there 
was continuity of shareholder interest, 
reorganization is taxfree under Sec. 
112(g¢)(1)(E) of Code; and neither A 
nor other stockholders have recognized 
gain or loss as result of exchange. 
Decision was reserved, however, on pos- 
sible application of Sec. 102 of Code and 
as to whether exchange would constitute 
gift or compensation (to or from A and 
the other stockholders) in event of sub- 
stantial disparity of value between com- 
mon stock and new second preferred. 
Decision was also reserved on tax con- 
sequence of sale or retirement of second 
preferred stock by stockholder. Rev. Rul. 
54-13, IL.R.B. 1954-2, p. 14. 


Income Tax: Transfer of property to 
10-year trust and leaseback to grantor 
not recognized for tax purposes. Tax- 
payer proposed to transfer real estate 
to trust for benefit of children. At ex- 
piration of 10-years corpus was to revert 
to grantor if living, otherwise to wife. 
Grantor reserved right to rent property 
from trustees at fair rental to be deter- 
mined. 


Bureau ruling states that plan has no 
substance but is merely an attempt to 
reallocate income within family group. 
Arrangement is similar to situation where 
funds transferred to trustee are imme- 
diately loaned back to grantor. In such 
cases no deduction is allowed for inter- 
est payments since substance of trans- 
action amounts to gratuitous promise to 
pay interest. Grantor here considered 
owner of property for income and gift 
tax purposes and rental payments will 
constitute annual gifts. Rev. Rul. 54-9, 
ILR.B. 1954-2, p. 5. 


Estate Tax: Domestic bonds not in- 
cludible in estafe of non-resident Cana- 
dian citizen unless actually situated 
within United States. At death of non- 
resident, not a citizen of United States, 
only property situated in United States 
is subject to estate tax. Under Reg. 105, 
Sec. 8150, bonds owned by such non- 
resident alien are not taxable unless 
actually physically located in United 
States. However, U.S.-Canada tax con- 
vention provides that situs of bonds 
shall be in country where company is 
incorporated, if such result will not in- 
crease liability under United States es- 
tate tax. Since such would be the case, 
the treaty rules do not apply and bonds 
of Canadian citizen and resident are not 
taxable unless physically located in 
United States. Rev. Rul. 54-21, LR.B. 
1954-2, p. 25. 


Convention between United States and 
Australia ratified, effective January 7, 
1954. Tax Convention entered into be- 
tween United States and Australia to 
prevent both double taxation and eva- 
sion of respective countries’ estate taxes. 
Rules were made governing situs of 
specified types of property. Deductions, 
exemptions and credits are allowed resi- 
dents of either country to prevent double 
taxation of properties. 
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Saiber Appointed Surrogate 


Samuel S. Saiber, partner of T&E’s 
Federal Tax Editor Samuel J. Foosaner, 
was recently appointed Surrogate of Es- 
sex County, New Jersey. A member of 
the State Legislature from 1949 through 
1953, Mr. Saiber served as Chairman of 
the Committee on Taxation of the House, 
and was Co-chairman of the Joint House 
Tax Committee. He is Chairman of the 
Committee on Public Relations and of the 
Committee on Practice and Procedure in 
the Probate Court of the Essex County 
Bar Association. 
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High Cost of Will Contests 


The $150,000 settlement effected in 
December, 1953, in the legal battle over 
the $3,000,000 estate of the late Samuel 
D. Riddle, owner of the famous race 
horse. Man o’ War, stands as a current 
illustration of the high cost faced by 
estates when the will is contested. In 
this instance the will left the bulk of 
the estate for construction of a hospital 
and was contested by Mr. Riddle’s sister 
and the husband of a niece of his wife, 
who charged that Mr. Riddle was men- 
tally incompetent and subject to undue 
influence when he executed the will. 


The court found Mr. Riddle “possessed 
of complete testamentary capacity” but 
said the settlement was for the best in- 
terest of the estate and would promote 
the early establishment of the hospital. 
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CURRENT LITERATURE NOTES 


ARTICLES 


Some Guideposts for Cooperation be- 
tween Lawyers and Life Insurance 
Representatives 
HARRY S. REDEKER. Journal of C.L.U.’s, 
Winter ’°53 (3924 Walnut St., Philadelphia 4; 
$1.50) 

This is a three-part article which was 
suggested and approved by the National 
Conference of Lawyers and Life Insur- 
ance Companies. In the first, the author 
outlines the areas of activity in which 
lawyers, life underwriters and home office 
counsel may perform valuable public ser- 
vice. The second shows how representa- 
tives of these groups have determined the 
scope of their respective activities. (See 
Statement reprinted at page 98 of this 
issue.) The final segment deals with 
specific factual situations involving the 
respective spheres of operation, with a 
view toward avoiding misunderstandings. 


Marital Deduction in Estate Planning 


ROLAND K. SMITH. Taxes, January 1954 

(214 N. Michigan Ave., Chicago 1; 60c). 

After summarizing five years of ex- 
perience under the marital deduction as 
described in two cited articles, the author 
takes up a number of drafting problems. 
The pros and cons of the pecuniary or 
residuary type formula clause to gain 
the maximum marital deduction are pre- 
sented in detail. Next use of the little 
known “estate trust” is discussed, the 
writer pointing out that this mechanism 
has sufficient disadvantages to confine 
its application to those situations where 
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the ordinary power of appointment trust 
is unworkable or dangerous. Following 
brief treatment of several other pertinent 
topics, the author concludes that, the reg- 
ulations being fair and liberal, any fail- 
ure of a trust for marital deduction pur- 
poses is the draftsman’s fault. 


Use of Powers in Estate Planning 
AUSTIN FLEMING. Taxes, supra. 


In the course of this article, the author 
cites certain other material as “must” 
reading. This very article falls into that 
category. Dividing dispositive powers 
into two broad classes, he discusses first 
those given to a fiduciary, breaking these 
down in power to invade corpus, power 
of payment or accumulation, and power 
of selection of beneficiaries. The second 
broad group — powers given to a bene- 
ficiary — are analyzed under power to 
withdraw or consume corpus (which may 
be cumulative or non-cumulative) and 
power to direct disposition. 


Termination of Pension, Profit-Shar- 
ing and Stock Bonus Plans 


ISIDORE GOODMAN. Taxes, supra. 


As Technical Advisor in Charge of 
the Pension Trust Branch, Internal Rev- 
enue Service, the author offers authori- 
tative guides to follow when it becomes 
necessary to terminate a qualified em- 
ployee benefit plan, so that adverse tax 
consequences can be minimized. He also 
discusses points to consider when a plan 
is merely curtailed or suspended. 
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The Non-General Power of Appoint- 
ment 

ALLAN MCcCOID. Vanderbilt Law Review, 

December 1953 (Nashville 5; $1.50). 

The tax-free power of appointment 
created by the Act of 1951 may raise such 
problems in the application of established 
rules of property law relating to powers 
of appointment as to make its use unde- 
sirable. This article considers some of the 
troublesome situations and the counter- 
balancing factors. Three specific ques- 
tions are discussed: 


(1) Will the donee be able to exer- 
cise the power so as to confer any benefit 
on himself or his creditors; (2) will the 
creditors of the donee be allowed to 
reach the appointive assets in a court of 
equity following an appointment by the 
donee; (3) how is the rule against per- 
petuities to be applied to this power? 


Why the Prudent Man? 
ALEC B. STEVENSON. Vanderbilt Law Re- 


view, supra. 

Granting the existence of a tremendous 
volume of literature on the advantages 
and development of the prudent man 


rule, the author, a former trust officer }. 


and now in the mutual fund field, main- 
tains that the rationale of what has 
taken place has been oversimplified. 
Tracing the judicial decisions, he empha- 
sizes the flexibility inherent in the rule 
rather than the familiar stocks vs. bonds 
question. To this interesting philosoph- 
ical analysis is appended a useful classi- 
fication of the states according to trust 
investment powers. 


OTHER ARTICLES 


1953 Survey of New York Laws: Fu- 
ture Interests, by Bertel M. Sparks; 
Trusts and Administration, by Russell 
D. Niles; Succession, by Richard Lieb & 
Herbert M. Wachtell: New York Uni- 
versity Law Review, Dec. (Washington 
Sq. So., New York 3; $3) 


Testamentary Capacity and Related 
Matters (Penna.), by A. J. White Hut- 
ton: Dickinson Law Review, Jan. (Car- 
lisle, Pa.; $2) 


Business Continuation Agreement — 
Solution to the Business Man’s Dilemma, 
by Samuel L. Zeigen: Journal of C.L.U.s, 
Winter 53 (3924 Walnut St., Philadel- 
phia 4; $1.50) 


Marital Dedaction under Technical 
Changes Act of 1953, by James F. Ouch- 
terloney & Thomas W. Hill, Jr.: Tazxes, 
Feb. (214 N. Michigan, Chicago 1; 60¢) 


Entity-Type of Partnership Purchase 
and Sale Agreement, by D. P. Cava- 
naugh: Ibid. 


Life Insurance in Estate Planning — 
Basic Needs (First in a series), by John 
Alan Appleman: The Spectator, Feb. 
(Chestnut & 56th Sts., Philadelphia 39) 
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RECENT FIDUCIARY DECISIONS 


AssETs — Administration — Ceme- 
tery Association Competent Trus- 
tee 


Nebraska—Supreme Court 
In re Tetschner’s Estate, 61 N.W. (2d) 378. 


The bequest was to a cemetery asso- 
ciation for maintenance with preference 
to a family grave. The association did not 
dissolve, but attempted to turn the ceme- 
tery over to the city which did operate 
it. 

HELD: The corporation is not neces- 
sarily dissolved because it transfers all 
its property. Under the statute author- 
izing such an association to create a per- 
petual care fund, the association was an 
existing competent trustee of the be- 
quest. 


ASSETS — Business — Court Order 
Not Required to Permit Continua- 
tion of Business Under Non-inter- 
vention Will — Statute Requiring 
Filing of Claims Cannot be Waived 

Washington—Supreme Court 

New York Merchandise Co. v. Stout, 143 Wash. 

Dec. 758. 

Isaac Stout and his wife, Grayce, 
owned as community property a variety 
store. Isaac died January 4, 1950, and 
by nonintervention will left all his prop- 
erty to his wife, naming her executrix. 
The will was probated; notice to creditors 
was duly published. During the adminis- 
tration of the estate, the wife continued 
without Court order to operate the vari- 
ety store. A final decree was entered 
distributing the estate to the wife. 
Appellant thereafter, without having 
filed a claim against the estate, sued 
Mrs. Stout to recover the price of 
merchandise sold to the Stouts prior to 
Mr. Stout’s death. The Trial Court en- 
tered judgment for the defendant. 

HELD: Affirmed. Mrs. Stout, as execu- 
trix of a nonintervention will, had au- 


thority, derived from the will, to operate 
decedent’s business without obtaining a 
Court order. The statute requiring the 
filing of claims within six months after 
the date of first publication of notice 
to creditors is a statute of nonclaim, is 
mandatory, and cannot be waived by 
the legal representative of an estate. 


CHARITIES — Restrictions on Gifts to 
Charity by Will — Waiver of 
Rights by Heirs 

California—District Court of Appeal 


Estate of Moran, 122 A.C.A. 211, Dec. 21, 
1953. 


Henrietta Moran, more than thirty 
days but less than six months prior to 
her death, left her estate, except a spe- 
cific bequest of jewelry, to two named 
charities. Decedent’s heirs were two 
nieces, residents of Illinois. They made 
no appearance in the probate proceedings 
and no objection to the will other than 
filing a notice of appeal from a decree 
distributing the estate in accordance 
with the will. Section 41 of the Probate 
Code limits bequests to charity under 
the conditions here presented to one- 
third of the estate. 


HELD: The non-appearance of the 
nieces in the probate proceeding consti- 
tuted no waiver of their rights. The 
charitable gifts were limited to one- 
third of the estate. 


CHARITABLE TRusTts — A Valid Tes- 
tamentary Trust Created Although 
Its Operation Not Immediately 
Practicable — Cy Pres 


Massachusetts—Supreme Judicial Court 

Ford v. Rockland Trust Co., 1954 A.S. 27; Jan. 

6, 1954. 

The will gave the testator’s home to 
his brother for life and on his death to 
the town of Rockland “to be used as a 
home for aged women.” If the town did 
not accept it, the property was to go 
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to the bank, to be held on the trusts of 
the residuary clause. The residue was 
bequeathed to the bank in trust to pay 
the income to the brother for life and 
on his death to use the income for the 
home for aged women. 


The brother died in 1942. The town 
then voted not to accept the trust. The 
bank later sold the property under li- 
cense of court and added the proceeds 
to the trust fund. On the death of the 
brother the trust amounted to $14,230. 
On December 31, 1951, with the proceeds 
of the sale, appreciation of assets and 
accumulated income, it amounted to 
$30,550. Nothing had been done by the 
trustee toward establishing the home. 


The heirs of the testator filed a peti- 
tion to have the fund turned over to 
them, on the ground that the trust had 
failed. The probate judge dismissed the 
petition and decreed that the bank held 
the fund for the uses and purposes set 
forth in the will. 


HELD: Affirmed. While the establish- 
ment of a home for aged women is at 
present impracticable, the trust had not 
failed. The bequest was a valid public 
charity. The testator had a manifest in- 
tent to benefit the class of persons desig- 
nated. His idea to have his home used 
was subordinate to his general intent. 


Although the question of cy-pres was 
not raised, the benefits of the charity 
should be made available within a rea- 
sonable time for the class designated. If 
either the Attorney General or the bank 
should within sixty days amend its an- 
swer and ask that the fund be admin- 
istered cy pres, the case is to be remanded 
to the Probate Court to consider it. 


DISTRIBUTION “Tron Curtain” 
Statute Held Constitutional 


Massachusetts—Supreme Judicial Court 

Falicja Mazurowski, Petitioner, 1954 A.S. 35; 

Jan. 7, 1954. 

A resident of Springfield died in 1942, 
leaving as his heirs a widow and three 
children in Poland. A public administra- 
tor was appointed and in 1944, upon his 
petition for distribution, was ordered to 
deposit the money in the savings bank 
for their benefit. Subsequently the four 
heirs filed petitions to have the money 
paid to them. The petitions were filed by 
the consul general of Poland, who claimed 
“jurisdiction” over Massachusetts. He 
also claimed the right to act for the 
petitioners, both by virtue of his con- 
sular office and by virtue of powers of 
attorney executed by them and authenti- 
cated in Poland. The probate judge, under 
the authority of G.L. 206, §27A (the Iron 
Curtain statute, enacted by St. 1950, 
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265), made an order requiring the ap- 
pearance of the petitioners in court in 
person, and ordered the cases continued 
until they appeared. 


The consul general contended that the 
order of the court was in contravention 
of the treaty with Poland (July 10, 
1933), and that the statute was uncon- 
stitutional because the treaty became 
the supreme law of ‘the land and its 
terms gave consular officers the right to 
appear for their nationals in the ad- 
ministration of estates and to collect 
and receipt for their distributive shares. 


HELD: Affirmed. The Polish treaty 
was terminated January 5, 1952, and all 
special privileges of consular officers 
ceased. 


The claim of the consul general that 
the treaty created property rights which 
survived its termination could not be 
sustained. While the treaty did provide 
that the nationals of either country 
should have full power to dispose of 
their personal property, and their heirs, 
ete., should succeed to their rights and 
could take possession, either themselves 
or by others acting for them, this did 
not give the widow and next of kin a 
paramount right to seize their shares re- 
gardless of the laws of the Common- 
wealth providing for the orderly distri- 
bution of estates of deceased persons 
domiciled here. 
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In view of the fiscal and other condi- 
tions behind the iron curtain, §27A was 
a reasonable and valid regulation of the 
distribution of estates, even though, as 
in this case, the statute was passed 
after the death of the decedent. The 
statute does not discriminate against 
Polish nationals. It would apply equally 
to a United States national residing in 
Poland. The order to deposit the money 
in the bank until the claimant appears 
personally is only temporary, not perma- 
nent. Conditions may change so that the 
order can be revoked. At the present 
time it does not seem to be so much a 
deprivation of the property rights of the 
petitioners as a protection. 


NOTE: As there was no party op- 
posing the petitions, the probate judge 
of his own volition made inquiries as to 
the facts regarding the remittances to 
Poland. . 

Joint TENANCY — Bank Accounts 

Pass to Survivor Although Estate 

Insufficient to Satisfy Bequests 


Pennsylvania—Supreme Court 
Furjanick Estate, 375 Pa. 484. 


Decedent, an unmarried man, aged 83, 
resided with his niece in a property 
owned by him. In December 1945, they 
went to the bank where decedent had a 
savings account and a checking account 
to change the accounts so that his niece 
could pay his bills. The bank official sug- 
gested joint accounts, which after a 
lengthy discussion and explanation was 
done. The agreement on the back of the 
signature cards provided clearly that at 
the death of one, the balance should be- 
long to the survivor, that either could 
draw, and that the agreement was ir- 
revocable except by writing signed by 


: Shinky 
a 40) 2d 8 
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both depositors. There was about $10,000 
in both accounts at that time but they 
increased by deposits by decedent to 
$23,000 at his death in 1949. During this 
period, the niece made no deposits or 
withdrawals. He left a testamentary 
estate of $6,000. His will specifically de- 
vised his real estate and made cash be- 
quests of over $21,000. The lower court 
received the testimony of the bank official 
relating to the circumstances of the open- 
ing of the joint accounts and held that 
such testimony proved lack of donative 
intent, that the will bequeathed the ac- 
counts and that the accounts were part 
of decedent’s estate. The niece as execu- 
trix appealed. 


HELD: Reversed. The new accounts 
were covered by a complete and detailed 
agreement, including a revocation pro- 
vision, and could be revoked only as 
therein set forth. Parol evidence which 
conflicts with a complete written agree- 
ment is inadmissible. These accounts 
were not in decedent’s name in trust for 
his niece or joint accounts with ambigu- 
ous titles or merely joint accounts with 
right of survivorship. Nor were they 
created by fraud, accident or mistake and 
the agreement is not permeated with un- 
certainty or ambiguity. 


JURISDICTION — Probate Court Has 
Exclusive Control Over Contro- 
versy Between Administrator and 
Heirs 


California—District Court of Appeal 
deValle v. Security-First National Bank, 121 


A.C.A. 802, (Dec. 4, 1953). 

Defendant bank was special admin- 
istrator of the estate of Jane F. deValle, 
with general powers, appointed by the 
Probate Court, Orange County. This 
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action was brought in Los Angeles 
County by heirs of the decedent against 
the bank in its individual and not in its 
fiduciary capacity for alleged malfeas- 
ance in the performance of its duties as 
special administrator. Defendant moved 
for a change of venue to the Probate 
Court, Orange County. 


HELD: Order denying the motion re- 
versed. The order denying the motion is 
appealable. 


A controversy between an administra- 
tor and the heirs of the decedent relat- 
ing to the administration of the estate 
can, as long as the Probate Court has 
jurisdiction, be determined only by that 
court. This result is not affected by the 
fact that there is only one Superior Court 
and the Probate Court is merely a part 
thereof. 


JURISDICTION — Superior Court Has 
no Jurisdiction to Probate Lost 
Will 

Georgia—Supreme Court 
Woo v. Markwalter, 78 S.E. (2d) 473. 


Plaintiff as trustee under a_ will 
brought action for specific performance 
of contract of purchase of trust prop- 
erty. Defendant contended that the 
superior court, which had appointed the 
trustee, lacked authority to do so. The 
superior court in its decree had recited 
that since the death of decedent his 
original will had been lost or destroyed 
and could not be found, and “due to the 
fact that the identity of the witnesses 
to said will cannot be established with 
certainty and precision, said instrument 
cannot be probated in the court of ordi- 
nary as a will under the rules of law 
applying in that court, but the same 


may nevertheless, under the wider and 
more liberal rules prevailing in this 
court of equity, be established as a will 
for the purpose of having the same 
administered as a trust and administered 
in accordance with the provisions of said 
will.” It decreed that plaintiff, as the 
sole surviving executor and trustee, was 
entitled to receive, hold, manage and 
control the property as trustee under 
the terms of the will. The court in its 
final decree directed the defendant to 
specifically perform the contract of pur- 
chase. 


HELD: Reversed. Courts of ordinary 
have authority to exercise original, ex- 
clusive, and general jurisdiction over the 
probate of wills. The superior court does 
not have original jurisdiction to estab- 
lish a copy of a lost will. To permit a 
court of equity to intervene and decree 
a copy of the will to be established and 
made effective as a probated will upon 
the testimony of one witness, the other 
two witnesses being unidentified, would 
nullify the requirements of the Code, 
§ 113-611. It was contended by counsel 
for the trustee that the superior court 
did not establish the copy as being a 
will but that under its equity powers it 
took jurisdiction of the estate and 
appointed a trustee, treating the will 
as a declaration of trust impressed upon 
the property. The answer to this conten- 
tion is that the trust set up by the 
decree, being a testamentary trust, must 
be in writing, and could only be effective 
as an express trust from the time that 
the will was probated. No trust in real 
estate can be created by any declaration 
of trust in a will unless the will is exe- 
cuted in such form that it can be allowed 
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LIFE TENANT & REMAINDERMAN — 
Remainderman’s Transfer of Inter- 
est Bars Later Attempt to Re- 
nounce 


New York—Supreme Court, Nassau Co. 
Matter of Roosevelt, N.Y.L.J., Dec. 31, 1953. 


During the life of the income benefi- 
ciary of a testamentary trust, the peti- 
tioner and her children (who constituted 
the class among whom the remainder 
might pass) transferred their remainder 
interests to a trustee under a trust 
agreement upon trusts for herself, her 
husband and children. The inter vivos 
trust so created was revocable with the 
consent of all the parties thereto, and 
was later revoked. Thereafter, and be- 
fore the death of the life beneficiary of 
the testamentary trust, the petitioner 
filed with the trustee of that trust an 
instrument by which she refused to ac- 
cept the remainder which would pass to 
her. The petitioner now sought a deter- 
mination that the renunciation was in- 
effective and that the remainder passed 
to her. 


HELD: When the petitioner trans- 
ferred her remainder interest to the 
trustee of the inter vivos trust, she exer- 
cised dominion over the remainder and 
so effected an irrevocable acceptance 
thereof, and could not thereafter re- 
nounce it. Accordingly the corpus of the 
testamentary trust was vested in her. 
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Spouse’s RIGHTS — Desertion For 
Less Than Year Does Not Bar 
Right of Election 


Pennsylvania—Supreme Court 


Zanfino Estate, 375 Pa. 501. 


Decedent and her husband were mar- 
ried on April 29, 1949 and separated on 
May 15, 1949. Decedent died April 10, 
1950 leaving a will bequeathing her estate 
to her niece. On July 3, 1950 the husband 
elected to take against this will. It was 
established that the husband never con- 
tributed to the support of his wife and 
had deserted her on May 15, 1949. The 
niece filed a petition to strike off the 
election which the lower court dismissed 
on preliminary objections. The niece ap- 
pealed. 


HELD: Affirmed. Section 9 of the 
Wills Act of 1947 provides that a hus- 
band shall forfeit his right of election 
if for a period of one year or upwards 
previous to the death of his wife he shall 
have wilfully failed to provide for her 
or if for that period or upwards shall 
have wilfully deserted her. This Act is 
clear. It gave the husband and wife at 
least a year in which to become recon- 
ciled or in the case of the husband, to 
provide for his wife. Any desertion or 
wilful non-support short of a year is in- 
sufficient. 
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LIFE TENANT & REMAINDERMAN — 
Discretionary Power to Allocate 
Stock Dividends Makes Inapplic- 
able New York Statutory Provision 
for Crediting Thereof to Principal 


New York—Supreme Court, N. Y. Co. 
Matter of Bankers Trust Co., (Liebman), 


N.Y.L.J., Jan. 7, 1954. 

In exercise of a power granted by the 
will to credit any stock dividends to 
principal or income, or apportion be- 
tween principal and income, the trustee 
allocated stock dividends to income. A 
special guardian representing infant re- 
maindermen contended that such alloca- 
tion was improper because Personal 
Property Law § 17-a provides that stock 
dividends shall be principal unless 
“otherwise provided” in the will; that 
“otherwise provided” means that the 
testator must “expressly” otherwise pro- 
vide; that the discretionary power 
granted by the will was not such ex- 
press provision; and that therefore the 
statute compelled the credit of the stock 
dividends to principal. 

HELD: P.P.L. § 17-a does not require 
such “express” provision. The trustee’s 
discretionary power under the will was 
sufficient to support the credit of the 
stock dividends to income. 


SPOUSE’s RIGHTS — Guardian of In- 
competent Widow Not Permitted 
to Elect Against Will — Factors 
Considered 


Oklahoma—Supreme Court 
Turner v. First National Bank & Trust Co., 262 


P. (2d) 897. 

Testator devised one-half of his estate 
to his widow and the other half to a 
college, except for a life estate in cer- 
tain real property which was given to an 


individual. There were no children. The 
widow had been rendered mentally in- 
competent by a stroke prior to the testa. 
tor’s death, and the guardian of the 
widow sought an order to direct him to 
elect to take under the law, rather than 
under the will, which action would have 
given the widow the entire estate. 


The decedent left property of about 
$600,000 in value, and the widow owned 
an equal amount of property. They had 
been married for 50 years and she had 
attained the age of 84. Both had been 
generous to charitable and educational 
organizations, and in particular had ben. 
efitted the college remembered in de. 
cedent’s will, which college the widow had 
attended as a girl. The widow’s will had 
provided for all of her property to go 
to her husband if he should survive her. 

The lower court, after full hearing, 
determined that the guardian should 
abide by the will and not elect to take 
under the law. 


HELD: Affirmed. The fact that the 
ward would get a greater share of the 
estate does not make it mandatory for 
the court to decide that the heir should 
elect to take under the law. The court 
took into consideration the fact that if 
the widow were competent, she probably 
would not wish to disregard her hus- 
band’s will; that the widow’s inheritance 
was sufficient to permit her every com- 
fort during the remainder of her life, 
in addition to which she had a substan- 
tial estate of her own; that neither the 
widow nor her husband had ever shown 
any disposition to acquire property 
simply to pass it on to her relatives. 
Hence the court followed the general 
rule that, in determining whether an 
heir should elect to take under the law 
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or under a will, factors other than the 
immediate pecuniary advantage may and 
should be considered. 


SPpOUSE’S RIGHTS — Right of Widow’s 
Personal Representative to Elect 
Against Will 

California—District Court of Appeal 
Estate of Kelley, 122 A.C.A. 46, Dec. 15, 1953. 


William and Jessie Kelley were mar- 
ried in 1899, came to California from 
Indiana in 1930, residing in California 
the rest of their lives. William died in 
March 1951, Jessie in February 1952. 
William’s will gave all his property 
after payment of debts to a trust from 
which the widow was to get the net in- 
come and so much of corpus as might 
be necessary for her support and main- 
tenance. After her death the trust prop- 
erty was to go to William’s relatives. 
The will provided that if the widow 
elected to take under the law and not 
under the will, the provision for the 
trust would be void and she “shall re- 
ceive the minimum allowed her by law.” 
Jessie having made no election, the 
question was whether an election made 
by her executrix to take Jessie’s com- 
munity interest was effective. 


HELD: The election was effective. A 
substantial part of William’s estate was 
acquired by him and his wife subsequent 
to 1927 and was their community prop- 
erty. Civil Code § 161a, enacted in 1927, 
provides that the spouses have a pres- 
ent, existing and equal interest in com- 
munity property. Under § 201 Probate 
Code, on the death of either husband or 
wife one-half of the community prop- 
erty belongs to the surviving spouse, 
the other half being subject to testa- 
mentary disposition of the decedent. 


Jessie owned a vested community inter- 
est in her husband’s estate. Her right 
to elect being a vested interest, it was 
not personal and did not expire at her 
death. 


Note: The reasoning of the Court might indi- 
cate that if the community property had been 
acquired prior to July 29, 1927, the wife would 
have only an expectancy and in that case the 
right of election, being personal, would expire 
with her and could not be exercised by her per- 
sonal representative. Query, Does it not cease 
to be an expectancy in all cases at the decease 
of the spouse who requires the election? 


SPousE’s RIGHTS — Widow’s Statu- 
tory Allowance Not Subject to In- 
heritance Tax 


Indiana—Supreme Court 


Indiana Department of State Revenue, Inheri- 
tance Tax Division v. Alexander’s Estate, 115 
N.E. (2d) 747. 


Decedent’s administrator filed his 
schedule of property to determine the 
inheritance tax due. Among the deduc- 
tions claimed as exempt from inheritance 
tax was the widow’s allowance of $1,000. 
This deduction was questioned by the 
state. 


HELD: The deduction was proper 
since the statutory allowance to the 
widow is exempt from the inheritance 
tax. 


TAXATION — Estate & Inheritance — 
Transfers of Community Property 
by Inter Vivos Trust 


California—District Court of Appeal 


Kuchel v. Bank of America N.T.&S.A., 121 
A.C.A, 855 (Dec. 7, 1953). 


Butts died December 22, 1949. On 
January 30, 1948, he had executed, with 
the written consent of his wife, a trust 
agreement with the bank as trustee. The 
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corpus of the trust was community prop- 
erty acquired prior to July 29, 1927, the 
date when Civil Code §161la, defining the 
interests of the spouses in community 
property as present, existing and equal, 
went into effect. The trust was revocable 
and amendable by the trustor. As the 
trust read at the date of the trustor’s 
death it provided that at his death the 
trust estate was to be divided into two 
equal parts, designated Part A and Part 
B. The wife was to receive all income 
from both parts, with power of invasion 
for her benefit on the part of the trustee. 
After the trustor’s death the wife could 
amend or revoke as to Part A and she 
was also given an unrestricted power of 
appointment over Part A. Part B was 
to go at the wife’s death to the two sons 
of the trustor and Part A went to the 
same destination if the wife did not 
exercise any of her rights of termination 
or appointment. 


The question presented was to what 
extent the part given the wife was sub- 
ject to inheritance taxation at the hus- 
band’s death. It was conceded that if he 
had left it to her by will or if she had 
succeeded to it through intestacy, it 
would be exempt (Revenue & Taxation 
Code, §$§13551, 13552). 


Section 13554 provides that where com- 
munity property is transferred other 
than by will or laws of succession by one 


COINS: 


for ESTATES & MUSEUMS 


COIN COLLECTIONS 
BOUGHT and SOLD 


UNITED STATES 
FOREIGN 
ANCIENT 


ORIENTAL 
GOLD - SILVER - BRONZE 
® 
Collections catalogued and sold 
at Public Auction Sale 


co 
We are one of 


AMERICA’S OLDEST AND 
LARGEST COIN DEALERS 


Stacks 
f 123 W. 57 St., New York 19, N. Y. | 


165 








spouse to the other “(a) % of the proper- 
ty transferred is subject to this part 
[that is, to taxation] if the wife is the 
transferee.” 


HELD: The transfer in question was 
not by will or succession. Therefore it 
came within the statute quoted. The 
widow was allowed only a part of the 
exclusion which would have been allowed 
had the transfer been by will. 


TAXATION — Estate & Inheritance — 
Exemption of Charitable Bequest 
to Foreign Corporation — Recipro- 
city 

California—District Court of Appeal 
Estate of Cutler, 122 A.C.A. (Dec. 18, 1953). 


Cutler died in 1951, a resident of Cali- 
fornia. By his will he gave certain 
property to a bank in Newton, Massachu- 
setts, to be added to a charitable trust 
which he had established with that bank 
during his lifetime. Massachusetts being 
a reciprocal state, the bequest was ex- 
empt from inheritance taxes in California 
unless exemption was prevented by the 
fact that the trust did not require the 
property to be used in Massachusetts. 


HELD: Exemption allowed. Where a 
bequest is made to a corporation in a 
reciprocal state there is no requirement 
that it be limited for use in the reciprocal 
state. The Court distinguishes Estate of 
Fleming, 31 Cal. 2d 514, 190 P. 2d 611, 
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where it was held that an educational 
bequest to a California corporation or- 
ganized for profit (as of course the 
Newton bank was) must, in order to 
qualify for the exemption, be limited for 
use within this state. This principle is 
not carried over to cases where the profit 
corporation, the trustee, is situated in a 
reciprocal state. There is no correspond- 
ing limitation requiring the use of the 
bequest within that state. 


WILLs — Construction — Bequest of 
Intestate Share to Widow May Not 
be Varied by Extrinsic Evidence 


Wisconsin—Supreme Court 
In re Gray’s Estate, 61 N.W. (2d) 467. 


Decedent died testate survived by his 
widow and three sisters. He never had 
children. The will gave his wife “the 
share of my estate which she would re- 
ceive under the law if I died intestate,” 
the residue going to the sisters. At the 
time of their marriage in 1943, decedent 
was 68 and his wife 33. They resided 
together as man and wife for approxi- 
mately four months. The attorney who 
drafted the will was permitted to testify, 
over objection, about a conversation be- 
tween him and the testator at the time 
of drafting the will on November 8, 1944. 
The attorney informed him that “if he 
didn’t make provision for her, she would 
take the share that was provided by 
Statute for her; he should give her the 
Statutory allowance that she would be 
entitled to.” The trial court ruled that 
the widow was entitled only to her 
dower and homestead rights. 


HELD: Reversed and the entire estate 
ordered distributed to the widow. It is 
apparent that the wording of the be- 
quest to the wife was the result of a 
mistake, as the attorney did not intend 
to provide that the wife should take 
the share of the estate which she would 
receive under the intestacy laws of the 
state, but only that part of the estate 
which she would receive if she elected 
to take under the law, instead of under 
the will. However, courts, in construing 
wills, do not have power to reform them 
even in the case of an obvious mistake 





on the part of the testator. It makes 
no difference that the mistake was occa. 
sioned by the oversight or inadvertence 
of the draftsman. The quoted bequest to 
his wife was not ambiguous. Therefore, 
it was error for the trial court to admit, 
over objection, that part of the testi- 
mony of the attorney which related to 
the conversation which took place be. 
tween testator and himself. Such con- 
versation was offered for the purpose of 
contradicting and varying express langu. 
age of the will, and not to explain it, 
In re Gray’s Estate, 61 N.W. (2d) 467, 
Wis. 

—A Staff Digest 


WILLs — Joint & Mutual — Trust 
Impressed on Wife’s Estate to 
Carry Out Terms of Mutual, Re- 
ciprocal Wills 


New Jersey—Superior Court, App. Div. 
Minogue v. Lipman, 100 A. (2d) 684. 


Husband and wife were married in 
1945, being the second marriage for each. 
In 1950, under expectation of wife’s pre- 
decease because of cancer, both made 
wills dividing their real estate between 
children of respective first marriages 
and providing that after life estate in 
surviving ‘spouses, residue of estate 
would pass to respective children. Im- 
mediately after husband’s death, wife 
revoked original will leaving entire es- 
tate to her children. Upon wife’s death, 
husband’s children brought suit to im- 
press trust on property in wife’s estate 
to give effect to mutual reciprocal wills 
as first drawn. Superior Court, Chancery | 
Division rendered judgment in favor of| 
plaintiffs, impressing trust on various! 
properties in wife’s estate. 

HELD: Affirmed. Law is well settled! 
that an agreement to execute mutual 
reciprocal wills is irrevocable and equit- 
able relief will be granted. Will in vio- 
lation of agreement is admitted to pro-| 
bate but trust is impressed upon assets. | 
Agreement not to revoke need not be 
expressed but may be implied from wills 
and surrounding circumstances. Wills 
were executed at same time and con- 
tained provisions showing mutuality. 
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Considering these factors and additional 
evidence of parties’ intentions, there 
was sufficient proof that wills were to 
remain irrevocable. 


WILLS — Probate — Extrinsic Evi- 
dence Admissible to Show Testa- 
mentary Nature of Document 


Pennsylvania—Supreme Court 
Thompson Will, 375 Pa. 193. 


Decedent was in close contact with his 
niece and her family and visited with 
them frequently. In June 1949, he visited 
them and plans were discussed about his 
home in Monaca, and living permanently 
with the niece in Greenville. The niece 
and his family left on vacation in the 
first week in July and he remained in 
their home for several days and then 
returned to Monaca. He left the follow- 
ing letter which the niece found on a 
table beside a lamp which she had bought 
with money he had given her for Christ- 
mas: 


“Dear Catherine: July 7, 1949 
“Just a few lines to let you know I am 
starting to Monaca, and I was very pleased 
with the vacation. Catherine, I want you 
to know you are to get all I have when I 
die. Tell Mary, Agnes and David that 
Uncle George said hello and give them a 
big hug and a kiss for me. 
“T remain as ever, 
Uncle George Thompson” 


Decedent died in November 1949, unmar- 
ried and without issue. No other will was 
found and the lower court admitted the 
above letter to probate. Evidence of the 
above facts and statements of decedent 
when asked if he had a will, that he had 
and his niece had “the papers” was re- 
ceived. A brother of decedent appealed. 


HELD: Affirmed. The letter is un- 
doubtedly equivocal, containing disposi- 
tive and testamentary words as well as 


| expressions of pleasure with the affec- 


tion for the niece’s children and vaca- 
tion, but if the decedent intended thereby 
to make a testamentary gift the informal- 
ity of the instrument becomes unim- 
portant. If a writing is clearly testa- 
mentary or clearly not testamentary, 
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extrinsic evidence to the contrary is 
inadmissible, but if the writing is 
equivocal, extrinsic evidence is admissi- 
ble to prove testamentary intent. The 
relationship of the parties and the state- 
ments of the decedent indicate that dece- 
dent intended the letter to be his last 
will and testament. 


WILLs — Probate — Foreign Will 
May Be Admitted Although In- 
valid Locally 


Colorado—Supreme Court 

Will of McLaughlin. Reed v. McLaughlin, No. 

17115, decided Jan. 11, 1954. 

HELD: The holographic will of a resi- 
dent of California may be admitted to 
probate in Colorado as a foreign will to 
pass Colorado real property after it has 
been properly admitted to probate in 
California, even though such will be- 
cause of being unwitnessed could not be 
admitted to probate in Colorado in an 
original probate proceeding as the will 
of a Colorado resident. 

It was further held that the School 
of Medicine, University of Texas, is a 
valid entity and could take a devise un- 
der the will. 


WILLs — Probate — Notice by Pub- 
lication Not Invalid Under Mul- 
lane Case — Charitable Trust Not 
Void for Charging Interest 


Iowa—Supreme Court 
In re Pierce’s Estate, 60 N.W. (2d) 894. 


Heirs objecting to the final report of 
an executor alleged that the admission 
of a will to probate by one publication 
in a daily newspaper in compliance with 
Iowa procedure for notice was invalid 
under the rule in Mullane v. Central 
Hanover Bank & Trust Co., 339 U. S. 
306. The names and addresses of the 
heirs were known at the time of probate 
but no personal notice was served upon 
them. 


HELD: There was no violation of due 
process. Under the law there was a two 
year period following probate during 
which will could have been contested. Fur- 
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thermore, the objectors acquired no in- 
terest under the will and their only in- 
terest was contingent upon successful 
contest. The Court quotes the following 
excerpt from the opinion in the Mullane 
case: “Nor do we consider it unreason- 
able for the state to dispense with more 
certain notice to those beneficiaries whose 
interests are either conjectural or fu- 
Oa 

Another issue in the reported case in- 
volved the validity of a trust under de- 
cedent’s will. The will provided that the 
entire residue should be held in trust and 
loaned to high school and college students 
at not less than 2% interest. The trust 
was in perpetuity. 


HELD: The trust was for a charitable 
purpose and the fact that interest was 
charged did not alter the case in view of 
the fact that the income from the trust 
was added to corpus and not for anyone’s 
profit. 


WILLs — Probate — Presumption 
That Will Not Found Has Been 
Revoked : 


Massachusetts—Supreme Judicial Court 
Miniter v. Irwin, 1954 A.S. 7; Jan. 4, 1954. 


Decedent‘executed his will in duplicate, 
an original and a carbon copy. He took 
the original with him, his attorney re- 
taining the executed carbon copy. On his 
death the original could not be found. A 
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petition was filed to probate the carbon 
copy which the attorney had in his pos- 
session. 


HELD: The presumption that a will 
once known to exist which cannot be 
found after the testator’s death has been 
revoked applies equally to a will exe- 
cuted in duplicate where the testator re- 
tains one copy and it cannot be found 
after his death, even though a duplicate 
is found in good order in the hands of a 
third person. The same presumption 
would hold if ,the testator destroys or 
cancels the copy which he retained. There 
were not sufficient facts in this case to 
overcome the presumption. 


WILLs — Probate — Sufficiency of 
Proof of Lost or Destroyed Will 


Washington—Supreme Court 
Estate of Peters, 143 Wash. Dec. 777. 


The decedent’s daughter and son con- 
tested his will, which had been admitted 
to probate as a lost or destroyed will, on 
the grounds (1) that the will was not 
proved by two witnesses from their own 
personal knowledge; (2) lack of testa- 
mentary capacity; and (3) undue influ- 
ence. The will was prepared by dece- 
dent’s attorney of many years after sev- 
eral visits to the hospital and after 
making several drafts. The attorney and 
a nurse were the only witnesses to the 
will, which was signed about a month 
prior to decedent’s death. 


The decedent’s attorney testified that 
he delivered the will to decedent’s son 
after decedent’s death. The son denied 
having received it, and failed to produce 
it in response to a Court order. A true 
copy was thereafter admitted to probate 
upon petition of one of decedent’s 
brothers. When the will was probated, 
the contents of the lost will were proven 
by the attorney and by another, who 
testified that he had examined the signed 
will and acquainted himself with most 
of its contents. He did not, however, 
testify as to the contents or identify the 
will introduced in probate as a copy 
of the will he had examined. In the 
contest proceedings, the attorney’s sec- 
retary testified that after the will was 
signed she had made several copies of 
the signed original, and that the pro- 
bated copy was one of the copies she 
had made. Contestants contended that 
the testimony of the secretary was in- 
sufficient in that she did not testify as 
to the execution of the will. From a 
judgment dismissing the will contest, 
the contestants appealed. 


HELD: Affirmed. The clear and dis- 
tinct proof required by the lost wills 
statute relates only to the provisions of 
the instrument, and not to its execution. 
Execution of the instrument was proved 
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in the probate proceedings by the at- 
torney and the nurse, and has not been 
challenged in the contest proceedings. 
The Trial Court did not err in holding 
that the provisions of the will were 
clearly and distinctly proved by two wit- 
nesses in the contest proceedings. Nor 
does the evidence clearly preponderate 
against the findings of the Trial Court 
as to decedent’s testamentary capacity. 
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Will Planning and the Economy | 


The effect of proper will planning on — 
the economy of Georgia was the subject: 


of an address before the Savannah Bar 
Association on January 15th, by Virlyn 
B. Moore, trust officer of the Fulton Na- 


tional Bank of Atlanta. This was another ; i 
in the series of such talks which Mr, | 
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